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highlights of 2006

Merafe Resources increased its
share in the Venture to 20.5%

Successful start-up of the Lion
Ferrochrome plant on time and

on budget

Net profit after tax up 234% to
R139 million

Earnings per share up 100% to
6 cents

Revenue up 68% to
R1,030 million

EBITDA up 62% to R179 million
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reporting scope

The financial year of Merafe Resources Limited (Merafe Resources

or the Company) runs from January to December. This report

reviews the results for the calendar and financial year ended

31 December 2006.

Merafe Resources aim with this annual report
is to report on its financial, environmental and
social performance.

Reporting guidelines

This report has been:prepared using the Global
Reporting Initiatives (GRI) Guidelines and the
Mining and Metals Sector Supplement (Pilot
Version 1.0) as a framework.

Accountability, governance and sustainabifity
are three powerful ideas that are playing a
pivotal role in how organisations operate in the
21st century. They reflect the new view of
business as a prime mover in determining
economic, environmentat and social well-being,
with responsibilities that extend beyond its
shareholders to people and places both near
and far.

The GRI, an independent international
institution, has developed an international
framework for defining, measuring and
rigorously reporting on the ecenomic,
environmemntal and social performance. This
framework has been designed to provide
comprehensive information to stakeholders of
an organisation on the economic, social and
environmental performance that make up its
triple bottom line.

Independent auditors report on the financial
data presented in terms of International Financial
Reporting Standards (see page 49).

For additional information on the report contact
Lindiwe Montshiwagae
{indiwe@meraferesources.co.za)
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Operating costs

Operating costs were well contained in 2006,
despite the standing charges associated with
idled capacity and the impact of ongoing mining
sector inflation. Cost savings of some R58 million
made a substantial contribution to the Venture's
earnings. These savings were achieved from
more stable reductant prices, improved metal-
lurgical performance and sound energy manage-
ment.

The commissioning of the Lion Ferrochrome
plant which, with its use of Premus technology,
has the lowest average power input per tonne
of ferrochrome (2.6 MWh/t in comparison with
the 4 MWh/t average power input of conven-
tional ferrochrome smelters) is expected to
further reduce energy costs. This constitutes in
itself more than a 10% saving in production
costs,

Plants

in addition to the seven of the Venture's
20 furnaces that were idle for varying pericds
during 2006, routine maintenance stoppages
also took place at a number of other furnaces
during the South African winter. At the end of
2006 four furnaces were still idle, two of which
were returned to production in the first quarter
of 2007.

The Venture is very proud of the achievernent
of the project team working on the Lion
Ferrochrome project which completed the
project on time and within budget in September
2006.

Currently, the Premus technology developed
by Xstrata is employed at the Venture’s
Lydenburg plant {(where the process was
developed) and the Lion Ferrochrome plant in
Limpopo Province. Its Boshoek plant in the
North West Province employs Outokumpu
technology te produce the sintered pellets used
in its furnaces. The 1.2 million tonne Bokamoso
pelletising and sintering plant, which is under
construction, also employs Outokumpu
technology. Its production of peitets will be
used in the Venture’s Rustenburg and
Wonderkop smelters.

Construction of the Bokamoso pelletising and
sintering plant (adjacent to the Wonderkop
smelter), which began in May 2006, remains
within budget and on schedule and is due for
completion in the third quarter of 2007,

Health, safety, the environment and the
community (HSEC)

While HSEC issues are covered in detail in the
Environmental Sustainability section of this
report | am delighted to be able to advise you
that the Venture recorded a fatality free year in
2006. In addition, over the past five years it has
achieved a steady reduction in lost time injury
frequency rates {LTIFR) from 10.62 tc 2.22 and
a reduction in total recorded injury frequency
rates (TRIFR) from 33.91 in 2002 to 8.04 in
2006.

Legislation

In 2002 the South African Government
introduced the Mineral and Petroleum Resources
Development Act (MPRDA) which created a
new dispensation for holders of mineral rights
within South Africa. The proposed Mineral and
Petroleurn Resources Royalty Bill is the fiscal
outgrowth of the MPRDA, The proposed royalty
will take effect in May 2009 when the conversion
of old order to new order rights is complete.
The first draft of the Royalty Bill was introduced
in March 2003, After extensive consultations
with industry the second draft bill was released
in October 2006. Closing dates for comments
was set at 31 January 2007. After receiving 27
submissions from the mining industry the
National Treasury debated the main policy issues
emanating from these submissions at a workshop
on 17 May 2007, to be followed up with a few
smaller meetings. It plans to complete the
consultation process by the end of june 2007
and envisages that the draft bill will be ready
for parliamentary review by October 2007
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Construction at Boxamoso pelletising and sintering plant in North West Province
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Construction work on the Bokamoso pelletising and sintering plant being constructed adjacent to the Wonderkop plant in North West Province
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governance and management systems

Reporting guidelines

Merafe Resources has adopted the Global
Reporting Initiative (GRI} Index guidelines for
sustainability reporting as the framework for
the preparation of this report. The use of this
framework allows the Company to present and
analyse its performance in economic,
envircnmental and social terms — the crucial
determinants of sustainability and the triple
bottom line.

Recogpnition of the Company’s socially
responsible approach to business

Prompted by the growing body of evidence
suggesting an inter-relationship between socially
responsible practices and jong-term shareholder
value, the JSE Limited established the FTSE/|SE
SR1 (Socially Responsible Investment) Index in
2003. The Index showcases listed companies
who qualify to participate in it. Qualifying
companies must meet a rigorous set of criteria
in respect of corporate governance and
economic, environmental and social sustain-
ability. Every year since the inception of the
Index in 2003 Merafe Resources has met these
criteria and has been invited to participate in
the |SE SRI Index.

b4  SRlIndex
VLN secially Respansible vestment tnden

Empowerment credentials

Merafe Resources was placed sixth in the
Resources Sector of the Financial Mail's Top
Empowerment Companies Survey in 2007.
Companies participating in the survey are
assessed by economic empowerment rating
agency Empowerdex, which rates the BEE
elements of ownership, management, employ-
ment equity, skills development, procurement,
enterprise development and corporate social
investment.

Governance and management systems

Merafe Resources is committed to best practice
in corporate governance. It recognises that
strong and accountable governance is directly
linked to a company's ability to manage risk
and ensure optimal performance and conducts
its business accordingly.

Its directors endorse the Code of Corporate
Practices and Conduct set out in the King |l
Report and the Board takes the necessary steps
to ensure these recommendations are applied
throughout the Company.

To ensure a balance of power and authority
there is a clear division of responsibilities among
the Company’s directors.

In accordance with the recommendations of the
King Il Report the directors’ contracts do not
exceed three years.

The Board of directors
The Board, at 31 Decemnber 2006, comprised

four executive directors and five non-executive
directors.

T i
" Non-executive directors i

Chris Malefe (58) - Chairman
" Qinisani Mbatha (29) l
Zanele Matlala (43) - Independent I‘
Lebo Mogotsi (35) - Independent '
Tlamelo Ramantsi {(31) ’
|

Executive directors
Steve Phiri {51) - Chief Executive Officer
Bruce McBride (47) ’
Stuart Elliot (43)
' Zed van der Walt (62) ‘
| Company Secretary
Amritha Mahendranath (39) ‘
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L
o
h=
>
e
[*N
g » ]
Jm. =
: k] =
) <}
i - ST ——" - e — z
e
. i
ﬁ“
-t Y "
“ [ "
—— : L J i !
- 1 + + - + +

S ————— s e st L e e -

-
P

+
+

.
é :
n
=
3 .3".}
18
-
i -
-
e
+
+ -
+
+

[

R = 3
N O S

=_a
Rt

2

-
e




PP PESTIEEEE

\WelcontindetolmakelprogresstiowardSthelKing]
Repordrecomaiendationsfonitbefcomposition]
otlboard Wb elBoarditcompositionlisTnowleore]
inJinelwithkibeliecommendatiopolithelking
[HRepcitliherelisYalbalancelolfexecttivefand]
hongexecutiveldireatorsSEuntherginllinelvith
inglllithelracialfandlgendedcompositionfof
e Ser) b el aew mese m fne wiio e
demographicsfoffthelcountry)

jibelBoardtioleNditiesfandlresponsibilitiesying
respeciioticorporatelgovernanceMstiale]id
planninglandlperiormanceYboardlappointmentsy
combliancelwithlrequlationqrisklnanagements
acecuatingfandRinancial it
(0] andithel
deteqationfoffoperationalimattersYarelseouy
inkthelBoardl@harter Al roughlitk@hartedine
BoardlcommitslitselftclopenaessYinteqritdand
accountabilitylandithefprovisioofoftimeousy
televaniffandiimeaningtuilireporticgRiclall
stakeholdersy

infiesrnstoilinelBoardlGhartednolindividuaiias]
power¥ol The
BoaralisYuitimatelyliesponsible}iogselting]ihe]
(Gompanysshtrategidobjectivestandlestablishing
keylpoliciesitlistalsolresponsibleiogmonitoriag]
theidimplementation

ihelEcardletainYoverallfaccorntabilityfandiitll
fandletfectivelcontiol[offtbel§ompanyiecisions)
regardipgfmattersitbaifaotidinavelalinaterial
effecifonithelbusinesstarelreservedifordthelBoard
fiheselinoitdelthel@ompanyisgiinancia fand
tesuliNthelstrategiddirestionfod
(heblsiness9majorfacquisitionsfandldisposals
fandfapprovalfoffmajodeapitallexpendituirel

[Mechanismsitordshareholdegcommunication)
Wwithjthel

hihelformallmechanismstiniplacejfogfconmunid
cationtwithishareholderstingludelraadshowsttol
investorsgsitegvisitsibyvlinstithtionalkinvestorsitol
thefoperationYoilthePXstratahMerafel@homel
fVentiires theFAnntall@enecall
Meetingapressfannouncementstoilthielinterimy
andithefAontallRepordokhareboldersy




24

The Company Secretary

It is the responsibility of the Company Secretary
to ensure the Company complies with the |SE
Limited Listings Requirements and all statutory
requirements. She is also responsible for ensuring
that the proceedings and affairs of the
directorate, the Company itself and, where
appropriate, owners of securities in the
Company, are properly administered in
accordance with the pertinent laws. It is her
responsibility to provide the Board as a whole,
and directors individually, with detailed guidance
as to how their respensibilities should be properly
discharged in the best interests of the Company.

Directors have access to her at all times. Directors
and officers of the Company keep her advised
about all dealings in Company securities.

Retirement and appointment of directors

To ensure Board continuity, a programme of
staggered retirement of directors by rotation at
the annual general meeting is in place.

The procedures for appeinting directors to the
Board are formal and transparent. The Board is
assisted, where appropriate, by the Nomination
Committee. The Nomination Committee,
instructed by the Board, investigates whether
or not potential Board members have the

necessary skill and experience to make
judgments independent of management, on
issues of strategy, performance, resources,
transformation, employment equity, standards
of conduct and evaluation of performance. The
Nomination Committee also ensures that
potential new directors are fit and proper and
not disqualified from being directors. It presents
its findings to the Board in order that it may
make informed decisions on the appointment
of directors.

Dealing in securities

In accordance with the |SE Limited Listings
Requirements the Company has adopted a code
of conduct for dealing in the Company's
securities. During a closed period directors and
designated employees are prohibited from
dealing in the Company's securities.




The Lydenburg plant in Mpumalanga Pravince
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Board level processes for overseeing, identifying and managing economic, environmental and social
risks and opportunities

The roles and responsibilities of the sub-committees that report to the Board on the key issues
identified by the Board are set out in the following table, as are the roles and responsibilities of the
Executive Committee. The sub-committees meet in accordance with King Il recommendations and

when necessary.

Executive committee Remuneration committee

Roles and r>ponstaifities Roles and responsibilities

Audit committee

|
—_— e e -

1 Rede.and respons b tes
|
— b -

Recommends policies and
strategies; monitors and co-
ordinates implementation;
deals with all executive
management business; and
is responsible for all material
matters that are not the

responsibility of the Board. '

Establishes the overall principies of remuneration; considers, reviews
and approves the Company’s policy on executive and non-executive
remuneration. From time to time independent external consultants
determine that remuneration is in line with industry standards. Bonuses
for executive directors are performance-based and are only paid if the
Company makes a profit. They are capped at 2.5% of profits and are
also restricted to one times annual salary. The Remuneration Committee,
together with the Company’s auditors, are reviewing the appropriateness
of the current share incentive scheme, as many commentators are
suggesting alternative performance-based schemes.

Monitors the adequacy of
financial controls and
reporting; reviews the audit
plans of the external auditers
. and adherence to these plans;
considers the extent of non-
audit services undertaken by
external auditors; ensures that
financial reporting complies
with IFRS and the Companies
Act; reviews and recommends
I on all financial matters.

_

Compositin of Board committees as at 31 Cecember 2006

S Phiri* " C Molefe*

B McBride L Mogotsi

S Elliot | Matlala

Z van der Walt Q Mbatha
| 'S Phiri*

Board expertise

The expertise of the Board members is set out
on page 17 and 19 of this report. The directors
have a wide range of expertise, including
financial, commercial and technical expertise,
which they are able to contribute to the Board's
deliberations. The independent non-executive
directors contribute valuable independent
perspectives and judgment.

Overall governance of the Xstrata-Merafe
Chrome Venture

A joint board oversees the operations of the
Venture, comprising three representatives from
each company. Merafe Resources is represented
by its Chief Executive Officer (Steve Phiri);

| Matlala*
S Elliot*
C Molefe
S Phiri

Commercial Director, (Bruce McBride); and
Finance and New Bustness Director (Stuart Elliot).
Xstrata is represented by the Chief Executive of
Xstrata South Africa (Pty) Limited, Peet Nienaber,
who is currently also Chairman of the joint
board, Mark Moffett (Chief Financial Officer)
and Deon Dreyer (Managing Director Alloys).
Merafe Resources' representative to the Xstrata-
Merafe Chrome Venture (the Venture) at
operational level is Technical Director, Zed van
der Walt.
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social sustainability

Our stakeholders

Merafe Resources identifies its stakeholders by assessing its involvement with them, or potential
impact on them. lts engagement with stakeholders is as diverse as the various stakeholders in its
business.

Stakeholder

Shareholders and the investment
community

Merafe Resources has a simple
shareholder structure. At

31 December 2006 public and
institutional shareholders held
68.6% of the Company’s shares.
Included in this, Royal Bafokeng
Resources Holdings (Pty) Limited
held 30.76% of its shares and
the Industrial Development
Corporation {IDC) held 23.35%
of the Company’s shares.

.

Key areas of interest

: Merafe Resources’ returns
to shareholders and
potential for future returns; !
. Financial and non-financial
risk management;
. Governance; and
: Performance against
strategy.

Engagement

e e e

During the year the Company

communicated with its

shareholders through:

: Roadshows to investors;

: Site visits by institutional
investors to the operations of
the Xstrata-Merafe Chrome
Venture;

: Presentation at the Nedcor
Securities mid-cap conference;

: Annual J5E Mining Companies
Showcase presentation;

: Presentation to Metal
Bulletin’s 7™ Asian Ferro Alloys
Conference;

: Annual General Meeting;

: Press announcements of its
interim and preliminary resuits;

: Annual Report to shareholders;
and

: The Company's website.

Providers of capital

: Ability of the Company to
repay borrowings; and
. Risk management.

The Company borrows from
South African banks. Regular
meetings are held with its bankers.
Details of its bankers are to be
found on the inside back cover of
this report.

Customers

Qur customers are stainless steel
mills in South Africa, Europe, the
Far East and the Americas. They
set the specifications for the
product we produce and we
produce according to these
specifications.

: Product quality; and
: Contract and delivery
terms.

Glencore International AG markets
the majority of the Venture’s
production. While Glencore
International AG and the Venture’s
marketing team are responsible

for maintaining its customer
relationships, Merafe Resources
continues to interact with
customers of the Venture. It also
continues to attend global
ferrochrome conferences attended
by producers and customers.

|
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Communities

Trade Unions

Government

: Environmental impacts and

management systems of
operations;

: Social infrastructure and

development including
education, health, youth
development, sports and
culture;

: Enterprise development and

job creation;

: Support for community

initiatives;

: Social impacts of operations;
: Protection of traditional rights,

cultural heritage, sacred sites
and protected areas; and

: Sustainable community

benefits after closure of
operations.

: Remuneration, benefits and

workers’ rights; and

: Operational practices (e.qg.

health and safety initiatives).

: Metals and mining industry

policy development and
regulation;

: Royalties and taxes;
: Mining rights;
: Environmental performance

with regard to regulations; and

: Management of operations -

operational practices including
health and safety,
environmental practices and
cornmunity relations.

Merafe Resources and the
Venture focus on the
communities in the immediate
vicinity of their operations. The
relationship that each operation
has with the community within
which it operates is managed
by the Venture. The Venture's
Transformation Manager, who
is 2 member of the Venture’s
Exco, is responsible for
reviewing community
engagement and feedback
processes within the Venture.
Through the Royal Bafokeng
Resources Holdings (Pty)
Limited, the Royal Bafokeng
Nation (RBN), a community of
some 300 000 people, is a
major shareholder in Merafe
Resources and participates in

the Company at Board level.

In terms of the mines and
smelters that make up the
Venture, mine employees are
represented by the National
Union of Mineworkers (NUM)
and those employed at the
furnace operations are members
of the National Union of Metal
Workers of South Africa
{NUMSA). Recognition
agreements and union
structures are used for the
purposes of consultation and
communication on union
matters.

Merafe Resources regularly
interacts with National
Government’s Department of
Minerals and Energy and with
the Government of the North
West Province in which its
operations are based. The
Company’s Chief Executive
Officer participates in
Government forums, both in
terms of mining issues and BEE.
He is also a member of the
Government’s Minerals and
Mining Board.
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Ernployment equity

Has the company published its employment
equity plan and reported on its annual
progress in meeting that plan?

Yes. An employment equity plan, in which
| annual progress towards meeting the plan’s
targets is reported, is published every year.

Has the company established a plan to achieve
a target for HDSA participation in
management of 40% within the five years
{2007) and is it implementing the plan?

Has the company identified a talent poal and
is it fast tracking it?

Has the company established a plan to achieve
the target for women participating in mining
of 10% within the five years (2007) and is it
implementing the plan?

Migrant labour

Has the company subscribed to government
and industry agreements to ensure non-
discrimination against foreign rmigrant labour?

Mine community and rural development
Has the company co-operated in the
formulation of integrated devefopment plans
and is the company co-operating with
government in the imptementation of these
plans for communities where mining takes
place and for major labour sending areas?
Has there been effort on the side of the
company to engage the local mine community
and major labour sending area communities
{companies will be required to cite a pattern
of consultation, indicate money expenditures
and show a plan)?

Housing and living conditions

For company-provided housing has the mine,
in consultation with stakeholders, established
measures for improving the standard of
housing, including the upgrading of hostels,
conversion of hostels to family units and
promoted home ownership options for mine
employees?

The Venture has established a plan to achieve
a target of 53% HDSA participation in
management in the Xstrata-Merafe Chrome
Venture by 2007. HDSA participation in the
Merafe Resources head office management
team in 2006 was 57%. HDSA participation
in management in the Venture’s operations
during 2006 was 44%.
Yes. The Venture's fast track prospects receive
international exposure through extended
technical visits to Xstrata's overseas operations.
High potential HDSAs participate in a
mentorship and coaching programme
described under Human resources
development on page 31.
Yes. The percentage of women employed at
Merafe Resources is 45%. The percentage of
women employed in the Venture is currently

8%. A plan is in place to ensure the target of '

10% is achieved throughout the Venture by
2007.

Yes. In addition, the policies and procedures
of the Venture comply with foreign and local
treaties and agreements on migrant labour

and are aimed at ensuring that all employees

are treated fairly, without bias or
I discrimination. The operations that fall within
the Venture do not use foreign migrant fabour.

The Venture plays a central role in the
communities that exist alongside its
operations. |t works closely with the relevant
local governments, Local Economic
Development forums and other regional
business bodies to {acilitate and help meet
their needs outlined in the Integrated
Development Plans (IDP). Details of the
programmes in place are provided in the
Social Impact section of this Sustainability
Report.

+ - J— - P . _
 The Venture’s employees are local to its

operations. A funding programme has been
| introduced to help employees buy or rent a

home near their place of work. This -
programme has enabled families to live .

together and has resulted in small
communities devefoping near the Venture’s
operations.
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Social performance

The 10 principles of the UN Global Compact,
which are a set of core values in the areas of
human rights, labour standards, the environment
and anti-corruption, are applied in the Venture’s
aperations. Our partner, Xstrata, is a signatory
to this Compact.

Net employment creation during the year was
1 415 positions and a total of 287 employees
left the employ of the Venture, which resulted
in a 5% turnover of staff during the year. The
total number of people on the Venture's
workforce as at 31 December 2006 was 5 400.

Employee representation

Merafe Resources and the Venture recagnise
the right of their employees and contractors to
freely associate and join trade unions, Potential
employees are advised of this. The percentage
of Venture employees represented by
independent trade unions is over 60%. The
Venture has a collective agreement in place

regarding consultation and negotiation with
employees over changes in its operations. In
addition there are various forums in place which
provide formal worker and management
representation in decision making around issues.

Employee benefits

in addition to the legally mandated employment
benefits, Merafe Resources and the Venture offer
their staff retirement benefits in the form of
provident funds. In addition both Merafe
Resources and the Venture offer their staff
medical aid benefits.




PO PO UI PPV U T PP UPIFNUSUDU DO DU U UU U U DU D

Employmentieduity

ailfthefoperationspwithinkthelventurelpublistl
employmenteglititanstandliepocfanaialivi
enliheignrogressitowardstactiievingliheigtargetsy
infaudition¥each¥operationtolinelventce s
mogitoredfmontiibyimanagementfandiibel
enploymentdeguitylcommitteestinplacelatteach
teceivestanlemploymenteguitylprogesslrepors

jihedventiizeliasiprogammestandlprocessesting
blacalaimedladprovidinglalworklenviconment
andkermsfandlconditionoffernploymentithal
farelfieeltromfdiscumination¥Biscuiminationyis
nodioleratedfinktbelworknlaceNalllermnpoyees
eceivelthelventuesStatemenifollB siness!
ErindplestigkibeigiisglangtageSieselerciples!
arefapliiegrallpardodihelndictioniprocessltod

Bolicies) thcoughfcontiactlo
indUction®iooiboxgtalksRand)
longaolagltraipinglazelthelventueslEmployment
(Pafliey, (efir Treatoment R Weers Paffigy, Gepel
Employment Palfiey, Semod)
B0l N skianagemenipolicyandltia ud)
(eontiofPolicy¥algrevancelpolicyland]proceduirel
SholplaceYMiolEfreetcontidentiallet hicsylines
opecated] oy (FRE, allows
enployeesioliepofanylbieachloHthelBUsiness
BrinciplesWal Suppliecscontractorsttinaiuding]
secutitydpersonnebfagdibusinesJoantnersyare]
providedhwitbRiheRventiiegstatementgof
BusinasspguncipleslinkadditionkihercRarcRa
U GerlotlsystersRandRfoctmSnelUd g
managemenybrefingstniplacelthatfencourage]

LibelventirelsipporsthellinvecallDeclazs lion)
otiimaniRights¥andfthelinternationallfabour
(@cgagisationisiPeclaratiofonfEindamental
PrncipiestanalRighslagworidistefoud okt hel
Busiiess (rineipts. & abe wpiaics e
eliminationlotfallltormstotliorcedianalcompulsorys
(aboligandlexclidestthellselotehildlia bourAll
operationsfreporifthefagefoiftiiegyoringesy
ernpioveedandlarelauditedltbrotghltbelintecnal
fatid | o NSk pLogramm ey

[Receuitmentfandltraining]

Ve e, wligh (es) in i aopley $ 400
peoplelopBilliecembeg 006 viewslemploying]
ane) Eravichgg arperuaiies oy e ool
realization¥offfanyldisadvantagediorotplasyal
proahyMIghasYalgendegspeaitidreciuit men
programmelandRs 03oYolitsIhUsar et qoRto]
[wornecs

&Mtﬁﬁ@cﬁm&aﬁiﬂpmﬁ]@m}ﬂi@ﬁx@m
istinlplacetatfalilVentlieloperationsifogempioyees)
@mﬂigmﬁimm
lisJfodaceeleratedidevelopments

InltermsfofithelSotithIAtndankskillsiPeveiopment
FAGHalljthiedventurestoperationshavelalworkplacel
skilltpianlinfplaceYBusnclinelyeagihelaverage]
numbegotfirainingldaysipedemployeelvasgiise

Gommunitylandfeocialldevelopment

jihedventiregworkstwithlocalfcommunitiesyro)
contributeltoltheldevelopmentfotfststainablel
lGommunitiesy

Al elventureisfoperationsarelreguirediiojplany
design¥operatelandlcoseloperatonstinfalttanney
activiiestarelcompiementedibyloorporatelsocial
andiwhichlareldevelopediipleonsultationlwithy
locallcommunitiesSociallmpacifassessinents)
bdentifylibelkevliskandlpotentall mpactiand
strategiesfarehimplermenteditcfaddressitiese

\izeRvertireRemploysloca Noeop ellinlits
opeationsiwherevednossivie¥anfexamplelol
Lnlivitiativeliobupportfedicationfandltzining
locallemploymenthiithelventuestoperations)
andfelsewhereistine]trainingleentrelestablished
neagtbelllioplEericchromelplaniinltbetlirmpopol
Brovincegwheceliheiel s¥altugbfconcentiation]
offtinskilled¥unemplovedineaniey

35




Cor e

Helena mine at the Thorncliffe mining complex in Limpopo Province
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Hexavalent chromium

Under certain conditions during the production
process of ferrochrome, very low concentrations
of hexavalent chromium, a known carcinogen,
may be produced. The Venture researched ways
to improve the accuracy of sampling for this
unstable compound and, together with scientific
and academic experts, has developed a standard
for sampling and analysis at its operations.
Health risk assessments are conducted to
manage this issue. Non-invasive biological
monitoring for hexavalent chromium is
undertaken for all exposed employees.

All the Venture's operations have air quality
management programmes that include fume
extraction hoods for all furnaces, comprehensive
sampling and analysis of all waste streams
including ambient air and water and biological
monitering for hexavalent chrome.

Safety

It is the Venture's aim to operate an injury, illness
and fatality-free business, It has made significant
improvements in safety improvements by
implementing baselines, critical and issue-based
risk assessments and action plans, job hazard
analyses, planned task and behavioural
observations and planned inspections.

All operations have comprehensive safety
management systems, which are fully aligned
to the international Occupational Health and
Safety (OH&S) management standards QHSAS
18001 and AS/NZS 4801, The Lydenburg
smelter is externally certified to OHSAS 18001
and the management systems at Rustenburg,
Wonderkop and Boshoek smelters are certified
to IS0 5001.

An analysis of fatal and high potential incidents
since 2002 shows that the three principat causes
of critical incidents are falls of ground, mobile
equipment and interaction of people and
ptant/machinery. Safety leadership is essential
to managing major hazards and needs to be
enhanced at supervisory level.

To provide employees and contractors with a
practical tool which they can use to minimise
risk a series of Golden Rules has been developed
for each hazard. An interactive simulated training
programme is used to teach hazard identification
and corrective actions. ICAM (the recognised
incident, cause, analysis methad of incident
investigation) has been introduced to investigate
all lost time, restricted work and high potential
risk incidents. A detailed Trigger Action Response
Plan (TARP) system has been developed for
major risks. The TARP system goes hand in hand
with Major Hazard Management Plans which
evaluate leading and lagging indicators.
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The following 17 HSEC management standards
are implemented throughout the Venture:

Leadership, accountability and ethics;
Planning, resources, objectives and targets;
Competency and behaviour;
Communication and engagement;

Risk and change management;
Catastrophic hazards;

Legal compliance and document control;
Operational integrity;

Health and occupational hygiene;
Biodiversity and land management;
Contractors, suppliers and partners;
Community;

Project management;

Product stewardship;

Incident management;

Assessment and reporting; and
Emergencies, crises and business continuity.

Details of these 17 standards can be found on
the Merafe Resources website.

The external 17 standards audits accommodate
all the requirements of 150 14001, 9001 and
QHSAS 18001, An external HSEC assurance
audit is conducted on each operation every twa
years. It measures the overall and standard by
standard performance of an operation. Each
site develops a detailed HSEC improvement
plan after the audit. The effectiveness of the
process is clear from the improvements in the
latest audit results where there was an overall
improvement in the audit results of the Venture's
operations of around 27% over the previous
audit. Alf the Venture's sites are 150 14001
2004 standard certified.

The Venture takes the precautionary approach.
As expressed in Principle 15 of the Rio
Declaration on environment and development,
this requires that “where there are threats of
serious or irreversible damage, lack of full
scientific certainty shall not be used as a reason
for postponing cost-effective measures to
prevent environmental degradation”.

Biodiversity

In 2005 the Venture's operations were all
independently audited against the Biodiversity
and Management Standard and were assessed
to identify sites located in or adjacent to
biodiversity-rich habitats and sensitive areas.
None of the Venture's operations are tocated in
biodiversity-rich habitats.

Resource management

Energy efficiency is a key driver in all the Venture's
operations, It has the dual benefit of reducing
greenhouse gas emissions and the financial
benefit of reducing energy consumption.

The increased use of pellets in the Venture's
operations has reduced the energy required to
run its smelters and once the Bokamoso
pelletising and sintering plant comes into
production in 2007 the further increase in the
use of pellets in its operations is expected to
reduce energy use even further. The patented
Premus technology used at the new Lion
Ferrochrome plant reduces electrical energy
consumption by using waste gas and heat. It
provides high recoveries of metallic oxides while
using low-cost reductants and energy sources
such as anthracite and oxygen.
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Directors’ responsibility and approval of annual financial statements

for the year ended 31 December 2006

The Company's directors are responsible for the
preparation and fair presentation of the Group annual
financiat statements and separate Company annual
financial statements, comprising the balance sheets at
31 December 2006 and the income statements; the
statements of changes in shareholders” equity; cash flow
statements; and the notes to the financial statements
for the year then ended, which include a summary of
significant accounting policies and other explanatory
notes and the directors’ report in accordance with
International Financial Reporting Standards and in the
manner required by the Companies Act of South Africa.

The directors’ responsibility includes: designing,
implementing and maintaining internal controls relevant
to the preparation and fair presentation of these financial
statements that are free from materfal misstatement,
whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting
estimates that are reasonable under the circumstances.

The directors’ responsibility also includes maintaining
adequate accounting records and an effective system
of risk management as well as the preparation of
supplementary schedules included in these financial
statements.

The directors have made an assessment of the group and
Company's ability to continue as a going concern and
there is no reason to believe the business will not be a
going concern in the year ahead.

The auditor is responsible for reporting on whether
the group annual financial statements and separate
parent annual financial statements are fairly presented
in accordance with the applicable financial reporting
framework.

Approval of Group annual financial statements and
separate Company annual financial statements

The Group annual financial statements and Company
annual financial statements were approved by the Board
of directors on 18 June 2007 and signed on its behalf

by:

s

Chris Molefe
Non-Executive Chairman
18 June 2007

L

Steve Phiri
Chief Executive Officer
18 June 2007

Company secretary’s certification
for the year ended 31 December 2006

I certify that, to the best of my knowledge and belief, the
Company has lodged with the Registrar of Companies
all such returns as are required to be lodged by a public
company in terms of section 268 G (d) of the Companies
Act 61 of 1973 as amended, and that all such returns are
true, correct and up to date.

@ﬂa\mamo‘vczwg\

Amritha Mahendranath
Company secretary
Sandton

18 june 2007



Report of the independent auditors

to the Members of Merafe Resources Limited for the year ended 31 December 2006

We have audited the group annual financial statements
and the annual financial statements of Merafe
Resources Limited, which comprise the balance sheets
at 31 December 2006 and the income statements; the
statements of changes in shareholders’ equity; cash flow
statements and the notes to the financial statements
for the year then ended, which include a summary of
significant accounting policies and other explanatory
notes and the directors’ report as set out on pages
51 to 83.

Directors’ responsibility for the financial statements

The Company’s directors are responsible for the
preparation and fair presentation of these financial
statements in accordance with International Financial
Reporting Standards and in the manner required by
the Companies Act of South Africa. This responsibility
includes: designing, implementing and maintaining
internal controls relevant to the preparation and fair
presentation of financial statements that are free from
material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable
under the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these
financial statements based on our audit. We conducted
our audit in accordance with International Standards on
Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit
to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on
the auditor’s judgement, including the assessment of the
risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk
assessments, the auditor considers internal controls
relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit
procedures that are appropriate under the circumstances,
but not for the purpose of expressing an apinion on the
effectiveness of the entity’s internal controls. An audit also
includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting
estimates made by management, as well as evaluating
the overall presentation of financial statements.

We believe that the audit evidence we have obtained
is sufficient and appropriate te provide a basis for our
opinion.

Opinion

In our opinion, these financial statements present fairly,
in all material respects, the consolidated and separate
tinancial position of Merafe Resources Limited at
31 December 2006, and its consolidated and separate
financial performance and consolidated and separate
cash flows for the year then ended in accordance with
international Financial Reporting Standards, and in the
manner required by the Companies Act of South Africa.

vl T

KPMCG Inc.
Registered Auditor

Per lan Kramer

Chartered Accountant (SA)
Registered Auditor
Director

18 June 2007

Report of the Audit Committee
for the year ended 31 December 2006

The Audit Committee reports that it has adopted formal
terms of reference as its Audit Committee Charter, and
that it has discharged all of its responsibilities for the year,
in compliance with the charter.

The Audit Committee is satisfied that an adequate system
of internal control is in place to reduce significant risks
faced by the Group to an acceptable level, and that
these controls have been effective during the period
under review. The system is designed to manage, rather
than eliminate, the risk of failure and to maximize
opportunities to achieve business objectives. This can
provide only reasonable, but not absolute, assurance.

The Audit Committee has evaluated the annual financial
statements of the Merafe Group for the year ended
31 December 2006 and based on the information
provided to the Audit Committee, considers that it
complies, in all material respects with the requirements
of the various Acts governing disclosure and reporting
in the annual financial statements. The Audit Committee
therefore recommends the adoption of the annual
financial statements by the Board.

=

Joyce Matlala
Chairperson-Audit Committee
18 June 2007
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Our reporting commitment
far the year ended 31 December 2006

We take a long-term and responsible approach to our
business and are committed to the vision of the Broad-
Based Socio-Economic Empowerment Charter for the
South African Mining Industry, which is to develop a
globally competitive mining industry that draws on the
human and financial resources of South Africa’s people,
offers real benefits to all South Africans and proudly
reflects the promise of a non-racial South Africa.

We are also committed to providing access to relevant,
high guality information on the economic, environmental
and social aspects of the Company’s activities, which
allows assessment of the organisation’s sustainability.
This is in keeping with the global reform of corporate
governance reflected in the King Il report and the Global
Reporting Initiative Framework.

The 3Scorecard for the Broad-Based Socio-Economic
Empowerment Charter for the South African Mining
Industry was released by Government in February
2003. The abjective of this scorecard, which is divided
into nine monitoring areas, is to measure the progress
by stakeholders in achieving the aims of the Charter. In
the corporate governance section preceding the annual
financial statements we have measured ourselves against
both the specific targets set in the scorecard and the
targets that we have set for ourselves.



Directors’ report
for the year ended 31 December 2006

Nature of business

Merafe Resources Limited (Merafe Resources) through the
Xstrata-Merafe ChromeVenture (the Venture), participates
in chrame mining and the beneficiation of chrome ore
into ferrochrome. Currently its major assets consist of the
Kenana UG2 beneficiation plant, a ferrochrome smelter
at Boshoek in the North West Province of South Africa
at which chrome ore is beneficiated into ferrochrome
and Horizon chreme mine, which produces chrome ore.
Its assets also include a 50% interest in the Kroondal
resources; a 26% interest in the Marikana resources; a
20.5% interest in the Lion Ferrochrome smelting complex
and the Mototolo UG2 plant situated in the Mpumalanga
Province of South Africa; and a 20.5% interest in the EPL
UG2 plant and the Rustenburg pelletiser in the North
West Province. The ferrochrome output of the Venture is
marketed to the stainless steel industry.

Group financial results

The financial staterments set out fully the financial
results of the Group on pages 54 to 83. These financial
statements have been prepared using appropriate
accounting policies, conforming to International
Financial Reporting Standards, supported by reasonable
and prudent judgements where required.

Merafe Resources’ share of the earnings before interest,
taxation, depreciation and amortisation (EBITDA) from
the Xstrata-Merafe Chrome Venture is accounted for at
17% up until 30 June 2006 and thereafter it is accounted
for at 20.5%.

In addition to Merafe Resources’ share of EBITDA,
corporate expenses, interest on debt and depreciation
on assets of Merafe Resources are deducted to determine
earnings before taxation. No transfer of assets to the
Venture occurred and these assets are depreciated and
amorlised as described in the accounting policies.

Borrowing powers

Subject to articles 130 and 132 of the constitution
governing the Board of Merafe Resources, the directors
may from time to time, at their discretion, raise, borrow,
or secure, the payment of any sum or sums of money for
the purposes of the Group as they see fit.

Going concern

The directors believe that Merafe Resources has sufficient
resources and expected cash flows to continue as a going
concern.

Dividend policy

The Group’s dividend policy will be determined after
taking inte consideration the Group’s need to retain
capital for the purposes of development, expansion and
growth, repayment of its long-term debt and prevailing
market circumstances.

Ordinary dividends

No ordinary dividends were declared or paid during the
year (31 December 2005: nil).

Share capital

Full details of the authorised and issued share
capital of the Company are set out in note 13 to
the annual financial statements. During the year to
31 December 2006 the following shares were issued for
the purpose stated:

88,421,661 ordinary shares issued to Merafe
Resources shareholders in a private placement to
raise R50 miltion which was used te reduce the iong-
term debt.

5,657,110 ordinary shares were issued to employees
exercising their share options.
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Directorate

In November 2006, Mr Tlamelo Ramantsi joined the
Board as a non-executive director, replacing Qinisani
Mbatha.

Payment for attendance at Board meetings forms part of
the fees of non-executive directors, who are remunerated
for the meelings they attend.

Details of the current Board of directors are set out on
pages 17 and 19 of this annual report.

A detailed report on directors’ emoluments has been
prepared in accordance with the |SE Limited Listings
Requirements and appears in note 3 to the annual
financial statements.

Major shareholders

To the best of our knowledge, the following shareholders were the registered holders of five per cent or more of the

issued ordinary shares in the Company at 31 December 2006:

Royal Bafokeng Resources Holdings (Pty) Limited - 30.76%;

The Industrial Development Corporation of South Africa Limited - 23.35%;

Allan Gray Asset Management - 14.49%.

Directors’ interests in Merafe Resources Limited

As at 31 December 2006 the directors of the Group are beneficially interested (directly and indirectly) in 1,897,112

shares (31 December 2005; 1,897,112).

2006
el Indirect
Steve Phiri 62,000 -
Bruce McBride 600,000
Stuart Elliot 1,165,112 70,000 |
Total 1,227,112 670,000

2005
e Indirect
62,000
- 600 000
1,165,112 70,000
1,227,112 670 000



Details of investments in subsidiaries

Issued
share Percer?tage Shares at cost Loans (frlonj)lto
- holdings subsidiaries
capital
31 December 31 December 31 December 31 December 31 December 31 December
2006 2005 2006 2005 2006 2005
R R R R'000 R°000
. Directly held T K 1 * 1
| Southwits Mining ‘ | . ' ) |
Company (Pty) Ltd 100 100% 100% 100 | 100 (102) (102) |
' |
Merafe Chrome & \ , |
i ; '
Allays (Pty) Ltd 200 100% 100% 200 200 849463 725567
' Indirectly held ! ‘ ‘
, Merafe Ferrochrome | i : ‘ | f
& Mining (Pty) Ltd 400, 100% - 100% 400 400 - - - l

Interest in the profits of subsidiaries for the year ended 31 December 2006 amounts to R139.2 million
(31 December 2005: R41.7 million). Subsidiaries are incorporated in the Republic of South Africa.

Praperty, plant and equipment

There were no changes in the nature of property, plant and equipment or in the policy regarding their use during
the year under review.

Post balance sheet date events
The directors are not aware of any material fact or circumstance that has occurred after the balance sheet date,

being 31 December 2006 and the date of this report, other than those disclosed in the “Qutiook for the future”
section of the Chief Executive Officer's Review.
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tncome statements
for the year ended 31 December 2006

Revenue 2
Cost of sales*

Gross profit/(loss)

Other operating income

Operating profit/{loss) before net

financing {costs}s/income 3
Net financing {costs)/income 4
Interest paid

Interest received

Profit before taxation
Income tax incomne/{expense) 5

Profit/(loss) for the year

Basic earnings pet
share (cents) 6.1
Dituted earnings per

share (cents) 6.3

| * Includes depreciation and
amortisation amounts as follows:

54

Group
T o

Treocapney AR

1,030,486
(877,169)
153,317

24

153,341

(39,189)
(39,915)

726

114,152
24,991
139,143

(25,303)

Year ended
31 December 2005

R'000

614,562
(511,387
103,175

103,175
(57,933)
(60,948)

3,015

45,242

(3,535)
41,707

(6,987

Company

Tt (MTRGG
Sxoeain i A0

RO

(22,989)
{22,989)

22,353

(636)

636
(29)

(88)
(88)

(198)

665

Year ended
31 December 2005
R'000

(23,525)
(23,525)

20,775
(2,750)
2,750

ag)
2,768

(153)
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Balance sheets
as at 31 December 2006

Assels

Non-current assets

Options for mineral rights
Praperty, plant and equipment
Deferred tax

Investments

Current assets
Inventories
Trade and other receivables

Bank and cash

Total assets

Equity and liabilities
Capital and reserves
Issued share capital
Share premium
Equity-settled
share-based payments
Non-distributable reserve

Accumulated loss

Non-current liabilities
Non-current borrowings
Pravision for closure

and restoration costs

Current liabilities

Trade and other payables
Current portion of non-
current borrowings

Bank overdraft

Total equity and liabilities

Group Company
Jagaulig: AP 31 December 2005 0t wanlia- AN 31 December 2005
Notes H N R'000 Ay R‘000
1,494,910 1,330,840 854,145 729,688
Lo - . S , . S
7 . 258 258
8 1,465,739 ' 1,330,236 4,784 3,965
9 28,825 - - -
10 | 346 346 849,361 725,465
612,540 692,500 14,057 85,597
1 319,356 | 324,309 - - ]
12 273,708 i 281,449 980 | 8901
202 19,476 | 86,742 13,077 84,707 |
2,107,450 2,023,340 868,202 815,285
1,105,989 904,868 865,881 803,991
13 ! 23,416I 22,4?5T 23,416T 22,475
14 ' 1,142,887 ' 1,091,743 1,142,887“ 1,091,743
‘ | .
15 3,300 2,510 3,300 2,510
16 9,103' . 9,103 -
. @2nn (211,860) . (312825) | (312737 |
424,753 232,425 - 7
17 413,799 . 224,833 - 7
| i .
| | | '
18 10,954 7,592 -, .
576,708 886,047 2,321 11,287
A _ L~ U
19 | 316,194 | 611,831 23141 11,240
| l | |
17 153,371 ‘ 100,047 7| 47
202 | 107,143 | 174,169 - -
2,107,450 2,023,340 868,202 815,285
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Group Company
hedgerided Year ended Veagerded Year ended
Y Baela AVEH 31 December 2005 1) Brreaalingy 4882 31 December 2005
Notes 000 R'000 RL000; R000

Statements of chenges in shareholders” equity
for the year ended 31 December 2006

Issued share capital-ordinary shares 13 23,416 22,475 23,416 22,475
Balance at beginning of year 22,475 12,379 22,475 12,379
New shares issued during the year 941 10,096 941 10,096
Share premium-ardinary shares 14 1,142,887 1,091,743 1,142,887 1,091,743
Balance at beginning of year 1,091,743 557,035 1,091,743 557,035
Premium on new shares issued

during the year 51,144 534,708 51,144 534,708
Equity-settled share-based payments 3,300 2,510 3,300 2,510
Balance at beginning of year 2,510 1,545 2,510 1,545
Share-based payments 790 965 790 965
Accumulated loss (72,7171 {211,860) (312,825) (312,737)
Bafance at beginmning of year {211,860} (253,567) (312,737) (312,737)
Net profit/(loss) for the year 139,143 41,707 (88) -
Non-distributable reserve 16 9,103 - 9,103 -

Batance at beginning of year - - - -

Downstream project 9,103 - 2,103 -

Total equity at end of year 1,105,989 904,868 B65,881

803,991




Statements of cash flows
for the year ended 31 December 2006

Cash{utilised in)/generated
by operations

Inlerest paid

Interest received

Taxation paid

Cash flows from operating activities

Cash flows from investing activities
Movement in financial instrument
Movement in subsidiary loan account
Acquisition of property, plant

and equipment

Cash flows from financing activities
Proceeds from issue of shares
Loans raised during the year

Loans repaid during the year

Net {(decrease)/increase

in cash and cash equivalents
Cash and cash

equivalents at beginning of year
Cash and cash equivafents

at end of year

Group
Nengended

Year ended

37 oraenifEy 2005 31 December 2005

Notes D

20.1 (85,091)
(39,915)

4 726
5 (3.746)
(128,026)

(166,589)
(166,589)
294,375

52,085

343,583
(101,293)

(240)
(87,427

20.2 (87,667)

R'CO0

113,535
(60,948)
3,015
{3,535)
52,067

(590,920)

6,177

(597,097

423,239
544,804

(121,565)

(115,614)
28,187

SB?,{Z?)

.-
L

Company
etdenddds Year ended
Sragaliaa 2005 31 December 2005
RO R'000
356 (3,125)
(29) (18)
665 2,768
992 (375)
(124,660) (502,717)
- 6,177
(123,896) (508,831}
(764) {63)
52,038 539,401
52,085 544,804
47 (5,403)
(71,630) 36,309
84,707 48,398
13,077 84,707
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Significant accounting policies

Merafe Resources Limited (the Company) is a company
domiciled inthe Republic of South Africa. The consolidated
financial statements of the Company for the year ended
31 December 2006 comprise the Company and its
subsidiaries {together referred to as the Group).

The consolidated financial statements were authorised
for issue by the directors on 18 June 2007.

1.1 Statement of compliance

The consolidated financial statements have been prepared
in accordance with International Financial Reporting
Standards (IFRS) and its interpretations adopted by the
International Accounting Standards Board (IASB) and
in the manner required by the Companies Act of South
Africa.

1.2 Basis of preparation

The financial statements are presented in the Company’s
functional currency, Rand, rounded to the nearest
thousand. They are prepared on the historical cost
basis, except for the following assets and liabilities,
which are stated at their fair value: derivative financial
instruments, financial instruments held for trading,
financial instruments classified as available-for-sale and
equity-settled share-based payments.

The preparation of financial statements in conformity
with IFRS requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities,
income and expenses. The estimates and associated
assumptions are based on historical experience and
various other factors that are believed to be reascnable
under the circumstances, the results of which form the
basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future period if the revision
affects both current and future periods.

In particular, information about significant areas of
estimation, uncertainty and critical judgements in
applying accounting policies that have the most
significant effect on the amount recognised in the financial
staternents are described in the following notes:

Note 1.5.5 Depreciation and amortisation of
property, plant and equipment

Note 1.7.1 Provision for closure and restoration costs

Note 1.11.3 Equity-settled share-based payments

Note 1.15 Utilisation of tax losses and raising of
deferred tax assets

The accounting policies set out below have been applied
consistently to all periods presented in these consolidated
financial statements.

There are Standards and Interpretations in issue that are
not yet effective. These include the following Standards
that are applicable to the business of the entity and may
have an impact on future financial statements:

1AS 23 Borrowing costs

IFRS 7 Financial instruments: disclosures (including
amendments to IAS 1 Presentation of financial
statements: capital disclosure)

IFRS 8 Operating segments

IFRIC 8 Scope of IFRS 2

IFRIC 11 IFRS 2 group and treasury share
transactions

AC 503 Accounting for black economic
empowerment transactions

The effect of these standards has not been determined.

The following statements have been issued but do not
appear to have a material affect on the annual financial
statements:

IFRIC 7 Applying the restatement approach under
1AS 22 financing reporting in hyperinflationary
economies

IFRIC 9 Reassessment of embedded derivatives
IFRIC 10 Interim financial reporting and
impairment

IFRIC 12 Service concession arrangements

The accounting policies have been applied consistently
by Croup entities.



1.3 Basis of consolidation

1.3.1 Subsidiaries

Subsidiaries are entities controlled by the Company.
Control exists when the Company has the power, directly
arindirectly, to govern the financial and operating policies
of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that presently
are exercisable or convertible are taken inte account.
The financial statements of subsidiaries are included in
the consolidated financial statements from the date that
control commences until the date that control ceases. In
the Company financial statements, subsidiaries are stated
at cost less accumulated impairment losses.

1.3.2 Transactions eliminated on consolidation
Intragroup balances and any unrealised gains and
losses or income and expenses arising from intragroup
transactions, are eliminated in preparing the consolidated
financial statements.

1.3.3 Transactions with Xstrata-Merafe Chrome Venture
The Xstrata-Merafe Chrome Venture resulted in Xstrata
and Merafe Resources pooling and sharing their
ferrochrome assets. Accounting policy 1.12.1 describes
the accounting of the Group's share of revenue generated
by the Venture, while note 22.3 contains details of the
Group's share of the working capital and EBITDA of the
Venture,

1.4. Foreign currency

1.4.1 Foreign currency transactions

Transactions in foreign currencies are translated to the
functional currency of the Group entities at the exchange
rates ruling at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies
at the balance sheet date are translated to Rand at the
foreign exchange rate ruling at that date. The foreign
exchange gain or loss on monetary items is the difference
between amortised cost in the functional currency at the
beginning of the period, adjusted for the effective interest
and payments during the period, and the amortised cost
in foreign currency translated at the exchange rate at the
end of the period. Nen-monetary assets and liabilities
denominated in foreign currencies that are measured
at fair value are translated to Rand at the exchange rate
at the date that the fair value was determined. Foreign
currency differences arising on translation are recognised
in the income statements.

1.5. Property, plant and equipment

1.5.1 Mining assets

Mining assets, including mine development costs and
mine plant facilities are stated at cost less accumulated
depreciation and impairment losses. Costs include pre-
production expenditure incurred in the development of
the mine and the present value of future decommissioning
costs. Development costs incurred to devetop new ore
bodies, to define mineralisation in existing ore bodies
and to establish or expand productive capacity are
capitalised. Mine development costs in the ordinary
course of maintaining production are expensed as
incurred. Initial development and pre-production costs
relating to a new ore body are capitalised until the ore
body achieves commercial levels of preduction, at which
time, the asset is deemed to be available for use and is
amortised as set out below.

1.5.2 Mineral and surface rights

Mineral and surface rights are stated at cost less
accumulated depreciation and impairment losses. When
there is little ltkelihood of a mineral right being exploited,
or the value of mineral rights have diminished below
cost, an impairment loss is raised against income in the
period that such determination is made.

1.5.3 Non-mining assets

Land is shown at cost and is not depreciated. Buildings
and other non-mining property, plant and equipment
are shown at cost less accumulated depreciation and
impairment losses. The cost of self-constructed assets
includes the cost of materials, direct labour, the initial
estimate, where relevant, of the costs of dismantling and
removing the items and restoring the site on which they
are located and, an appropriate proportion of production
overheads.

Where parts of an item of property, plant and equipment
have different useful lives, they are accounted for as
separate items of property, plant and equipment.

1.5.4 Subsequent costs

The Group recognises in the carrying amount of an item
of property, plant and equipment the cost of replacing
part of such an item when that cost is incurred if it is
probable that the future economic benefits embodied
with the item will flow to the Group and the cost of
the item can be measured reliably. All other costs are
recognised in the income statement as an expense as
incurred,
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1.5.5 Depreciation and amortisation
Assets are depreciated and amortised using the methods
disclosed below to their respective residual values.

Management has assessed the residual values of certain
of the operating assets as higher than the current carrying
values of these assets, hence no depreciation has been
calculated on these assets.

Residual values are re-assessed annually and any change
in estimate is taken into account in the determination of
remaining depreciation and amortisation charges.

1.5.5.1 Mine development costs

Mine development costs are amortised using the units-
of-production method, based on estimated proven and
probable ore reserves. Proven and probable ore reserves
reflect estimated quantities of economically recoverable
reserves, which can be recovered in future from known
mineral deposits. These reserves are reassessed annually.

1.5.5.2 Mineral and surface rights

Mineral rights that are being depleted are amortised over
their estimated useful lives using the units-of-production
method, based on proven and probable ore reserves.
Where the reserves are not determinable, due to their
scattered nature, the straight-line method is applied.
Mineral rights that are not being depleted are not
amortised. Mineral rights that have no commercial value
are impaired in full.

1.5.5.3 Mining assets

Mining equipment, structures and plant and equipment
are depreciated using the lesser of their estimated useful
lives and the units-of-production method based on
estimated proven and probable ore reserves. Where ore
reserves are not determinable, because of their scattered
nature, the straight-line method of depreciation is
applied.

1.5.5.4 Non-mining assets

Non-mining assets are depreciated on a straight-fine
method over their current estimated useful lives as
follows:

Motor vehicles 20%;
Furniture and equipment 20%.

1.5.5.5 Leused assets

Leases in terms of which the Group assumes substantially
ali the risks and rewards of ownership are classified as
finance leases. Lease payments are accounted for as
described in accounting policy 1.13.

1.6 Financial instruments

Financial instruments recognised on the balance sheet
include cash and cash equivalents, investments, trade
and other receivables, borrowings, trade and other
payables and derivative finandial instruments. Financial
instruments are recognised initially at fair value.
Subsequent to initial recognition, financial instruments
are measured as described below:

1.6.1 Cash and cash equivalents

Cash and cash equivalents comprise cash balances and
call deposits. Bank overdrafts that are repayable on
demand and form an integral part of the Group's cash
management are included as a component of cash and
cash equivalents for the purpose of the statement of cash
flows.

1.6.2 Trade and other receivables

Trade receivables are carried at amortised cost. Estimates
are made for impairment losses based on a review of
all outstanding amounts at year-end. Irrecoverable
amounts are written off during the year in which they
are identified.

1.6.3 Trade and other payables

Trade and other payables are stated at amortised cost,
adjusted for payments made to reflect the value of the
anticipated economic outflow of resources,

1.6.4 Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at
fair value less attributable transaction costs. Subsequent
to initial recognition, interest-bearing borrowings are
stated at amortised cost with any difference between
cost and redemption value being recognised in the
income statement over the period of the borrowings on
an effective interest rate basis.

1.7 Provisions

Provisions are recognised when the Group has a present
tegal or constructive obligation as a result of past
events where it is probable that an outflow of resources
embodying economic benefits will be required to settle
the obligation, and a reliable estimate of the amount of
the obligation can be made.

Provisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and,
where appropriate, the risks specific to the liability.

1.7.1 Provision for closure and restoration costs
Long-term environmental obligations are based on the
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Group environmental managerment plans, in compliance
with current environmental and regulatory requirements.
Full provision is made based on the net present value
of the estimated cost of restoring the environmental
disturbance that has occurred up to balance sheet date.

The related costs are capitalised to mining assets and are
amortised over the useful lives of the related assets.

Annual movements in the provision relating to the change
in the net present value of the provision due to changes
in estimated cash flows or discount rates are adjusted
against the costs capitalised to mining assets. Annual
movements in the provision refating to passage of time,
i.e. unwinding of discount are expensed in earnings.

Cost estimates are not reduced by the potential proceeds
from the sale of assets or from plant clean up at closure.
When necessary, contributions are made to a dedicated
rehabilitation trust fund to fund the estimated cost of
rehabilitation during and at the end of the life of the
relevant mine.

The amounts contributed to this trust fund are inchuded
under investments. Income earned on monies paid to
rehabilitation trust funds is accrued on an annual basis
and is recorded as interest income.

1.8 Inventories

Inventories are measured at the lower of cost and net
realisable value, Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Cost is determined on the following basis:

Finished goods on hand are valued using the
weighted average cost. Cost includes production,
amortisation and directly attributable administration
costs,

Work-in-progress is valued at weighted average
cost. Costs include production, amortisation and
related administration costs.

Consumable stores and raw materials are valued at
weighted average cost.

1.9 Impairment

1.9.1 Non-financial assets

The carrying amount of the Group’s assets, other than
inventories and deferred tax assets are reviewed at each
balance sheet date to determine whether there is any
indication of impairment. If any such indication exists,
the asset’s recoverable amount is estimated.

An impairment loss is recognised whenever the carrying
amount of an asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognised in
the income statement,

Impairment losses recognised in respect of cash-
generating units are allocated first to reduce the carrying
amount of any goodwill allocated to cash-generating
units (group of units) and then, to reduce the carrying
amount of the other assets in the unit (group of units)
on a pro rata basis. Impairment losses on goodwill are
not reversed.

1.9.2 Calculation of recoverable amount

The recoverable amount of assets is the greater of their fair
value less cost to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. For an asset
that does not generate largely independent cash inflows,
the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

1.9.3 Reversals of impairment

An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment loss
had been recognised.

1.10 Share capital

1.10.1 Preference share capital

Preference share capital is classified as equity if it is
non-redeemable and any dividends are discreticnary,
or is redeemable but only at the Company’s option.
Dividends on preference share capital classified as equity
are recognised as distributions within equity.

Preference share capital is classified as a liability if
it is redeemable on a specific date or at the option
of the shareholders or if dividend payments are not
discretionary. Dividends thereon are recognised in the
income statement as an interest expense.

1.10.2 Dividends

Dividends on redeemable preference shares are
recognised as a liability and expensed as interest on an
accrual basis. Other dividends are recognised as a liability
in the period in which they are declared.
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1.11 Employee benefits

1.11.1 Defined contribution plans

Pension plans are funded through monthly contributions
to the Merafe Resources Provident Fund, which is
governed by the Pension Fund Act, 1956. All employees
of Merafe Resources belong to this fund. Obligations for
contribution to the defined contribution pension plans
are recognised as an expense in the income statement
as incurred. The Group’s liability is limited to its annually
determined contributions.

The Group provides medical cover to current employees
through various funds. The medical plans are funded
through monthly contributions to the medical aid fund.
The Group’s contributions to the defined contribution
medical aid plans are recognised as an expense in the
income statement as incurred. The Group's liability is
limited to its annually determined contributions.

1.11.2 Short-term benefits

Short-term employee benefit obligations are measured
on an undiscounted basis and are expensed as the related
service is provided.

A provision is recognised for the amount expected to be
paid under short-term cash bonus plans and accumulated
leave if the Group has a present legal or constructive
obligation to pay this amount as a result of past services
provided by the employee and the obligation can be
estimated reliably.

1.11.3 Equity-settled share-based payments

The share option programme allows qualifying directors
and certain employees to acquire share options under
an employee share option scheme. Share options may
be granted to all employees of the Company and of its
subsidiaries at the discretion of the directors, subject to
the limitations imposed by the share option scheme. The
fair value of options is measured at grant date and spread
over the period during which the employees becomne
unconditionally entitled to the options. The fair value of
the options granted is measured using a Black-5Scholes-
Merton model, taking into account the terms and
conditions upon which the options were granted. The
amount recognised as an expense is adjusted to reflect
the actual number of share options that vest except where
forfeiture is due only to share prices not achieving the
threshold for vesting. Grant date fair value is recognised
as an employee expense with a corresponding increase
in equity over the vesting period.

1.12 Revenue from mining and smelting operations

1.12.1 Goods sold

The Group accounts for its share of revenue generated
by the Xstrata-Merafe Venture. Revenues associated with
sales of commadities are recognised when all significant
risks and rewards of ownership of the commodities
are transferred to the customer, usually when the
commodity is delivered to the shipping agent and when
there is no continuing managerial involvement. Revenue
usually includes priced cost, insurance and freight (CIF).
Revenue from the sales of by-products is also included in
revenue,

Revenue is measured at the fair value of the consideration
received or receivable, net of returns and allowances,
trade discounts and volume rebates.

1.13 Lease payments

1.13.1 Operating lease payments

Payments made under operating leases are recognised in
the income statement on a straight-line method over the
term of the fease.

1.13.2 Finance lease payments

Minimum lease payments are apportioned between the
finance charge and the reduction of the outstanding
liability. The finance charge is allocated to each period
during the lease term so as to produce a consistent
pericdic rate of interest in the remaining balance of the
liability.

1.14 Finance income and expenses

1.14.1 Finance income

Finance income comprises interest income on funds
invested and is recognised as it accrues, using the
effective interest rate method.

1.14.2 Financing costs

Financing costs comprise interest payable on borrowings
calculated using the effective interest rate method and
dividends on redeemable preference shares.

Borrowing costs directly relating to the financing of
a qualifying capital project under construction are
capitalised to the project cost during construction, until
such time as the related asset is substantially ready for
its intended use i.e. when it is capable of commercial
production. Where funds are borrowed specifically to
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finance a project, the amount capitalised represents the
actual borrowing costs incurred. Where surplus funds
are available in the short term from money borrowed
specifically to finance a project the income generated
from such short-term investments is also capitafised and
deducted from the total capitalised borrowing costs.
Where the funds used to finance a project form part of
general borrowings, the amount capitalised is calculated
using a weighted average rate applicable to the relevant
general borrowings of the Group during the period.

All other borrowing costs are recognised in the income
statement in the period in which they are incurred.

1.15 Income tax

Income tax on the profit or loss for the year comprises
current and deferred tax. Income tax is recognised in
the income statement except to the extent that it refates
to items recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantially enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet
method, providing for temporary differences between
the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation
purposes. Deferred tax is not recognised for the following
temporary differences: goodwill not deductible for tax
purposes, the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit, and
differences relating to investments in subsidiaries to
the extent that they will probably not reverse in the
foreseeable future. Deferred tax is measured at the tax
rates that are expected to be applied to the temporary
differences when they reverse, based on the laws that
have been enacted or substantively enacted by the
reporting date.

Deferred tax assets including deferred tax assets relating
to the carry forward of unutilised tax losses andfor
unutilised capital allowances are recognised only to the
extent that it is probable that future taxable profits will be
available against which the asset can be utilised. Deferred
tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that
the related tax benefit will be realised.

Additional income taxes that arise from the distribution
of dividends are recognised at the same time as the
liability to pay the related dividend.

1.16 Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(business segment), or in providing products or services
within a particular economic environment (geographical
segment), which is subject to risks and rewards that
are different from those of other segments. The Group
identified only one business segment.

1.17 Earnings per share

The Group presents basic and diluted earnings per share
(EPS) data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary
shareholders of the Company by the weighted average
number of ordinary shares autstanding during the period.
Diluted EPS is determined by adjusting the profit or loss
attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding for the
effects of all dilutive potential ordinary shares, which
comprise share options granted to employees and a
future equity-settled share-based payment set out in
note 16.
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Motes to the annual financial statements
for the year ended 31 December 2006

2. Revenue

Revenue from mining and smelting operaticns

£

Group

LR RN E O

| srssbelinae A0

REHO

1,030,486

Company
Year ended RS TR Year ended
31 December 2005 5 rwsutine AMs 31 December 2005
R'000 HRO 0N R'000
614,562 - -

3. Operating profit/(loss) before net financing (costs)/income

The following items have been taken into account in arriving at operating profit/(foss) before net financing (costs)/income:

Realised and unrealised foreign exchange
(losses)/gains

Management fee - Merafe Ferrochrome and
Mining (Pty) Ltd

Disposal of property, plant and
equipment

Auditors’ remuneration

Audit fees - current year

Other services

Tax services

Bad debts written off

Consulting fees

Depreciation and amortisation of property,
plant and equipment

Write-down of inventory to net realisable value
Feasability study costs

Increase in accrual for leave pay

Increase in accrual for bonuses

Increase in accrual for legal

and self-insurance

Increase in provision for closure

and restoration

Operating lease expenses

Office equipment

Buildings

Staff costs

Defined contribution expense - Provident
Fund

Share-based payment expense

(23,680)

(6,042)
(876)
(625) |
(108)
(143)

8
(449)

(25,303)
(1,749)
(20,267)
(4,792)

(o7

(6,765)
(575)
(122)
(453) |

(152,394)

(7,765)
(790}

503

(96)
(477)
(337)

(140)

(8,973)

(6,987}
(4,173)
{10,170}

(144)

{4,906)
(348)
aon |r o
@247

81,275)

(1,837)
(965)

22,329

(5}
(876)
(625)
(108)
(143)

(78)
{449)

(198)

(145)

(575)

a3y

(453)

(1.888)

(480)
(790)

503
20,775

(96)
(382)
(270
(112)

(8,973}

(153)

{4,173)
(535)

(348)

aony

(247
(1,242)

(1,079)
(965)
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3. Operating profit/(loss) before net financing

{costs){fincome {continued)

Directors' remuneration
Non-executive directors
C Molefe

Q Mbatha

*R Meyijes

L Mogotsi

] Matlala

*T Vlajcic

*Resigned in August 2005

Executive directors
S Phiri

Salary

Bonus

Fringe benefits

Provident fund contributions

SP Eliiot

Salary

Bonus

Fringe benefits

Provident fund contributions

B McBride
Salary

Bonus

Fringe benefits

Provident fund contributions

7 van der Walt
Salary
Bonts

Fringe benefits

Group
R ERBEOTCl

T zanda v AR

31 December 2005

Year ended

Company

AR Year ended

Foorreoniny A 31 December 2005

RMHHY RO00 FaEiN R'Q00
(115) @213) (15s) (213)
(94) a21) (94) 021
; (104) ; (104)
97) (69) o7 (69)
(84) (46} (84} (46}
; (100) ; (100)
(390) T (esy (390) T (es3)
(2,013) (1,851} (2,013) (1,851
(1,043) (370) (1,043) (370)
(101 97) (101) (97)
(263) (244) (263) (244)
T (3,420 (2,562) T(3.4200 (2.562)
(1,888) (1,736) (1,888) (1,736)
(1,043) @321 (1,043) (321)
(92) (185) (92) (185)
(251) (234 @sn) (234)
@274y C(2476) G _(2.476)
(1,776 (1,694) (1,776 (1,694)
(1,043) 321) (1,043) (321)
(98) (160) (98) (160)
(244) (228) (244) (228)
(3,161) T 2403 T o@Easy (2,403
{1,298) (1,284) (1,298) (1,284)
(800) (321) (800) (321)
(78} (78) (78) (78)
2176)  (1,683) 2176) T a6
203y (9.124) S ey @024y

Fringe benefits includes a defined contribution expense in respect of medical aid.
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Group Campany
CERERTINES Year ended RASREEES Year ended
a1 31 December 2005 PRSI RRRH 31 December 2005
Notes R RQO0 ettt R'000

4. Net financing (costs)/income
Interest paid: (39,915 (60,948) (29) (18}
Interest-bearing borrowings (8,-7_7?) o (32:648) B “- B -
Interest accrued| during the year (24,893) (36;305) ) ’ . -
Less interest capitalised in property, plant I
and equipment 89 16,116 3,657 - -
Dividends on redeemable preference shares (29,;67) o (28:281) S - ) - . |
Bank (1,171 ae (29) (7
Other - (9) ) - &) .
Interest received: 726 3,015 665 2,768
Bank ' 687 2749 62 2714
Other 39 266 39 54
Net finance (costs)/income - (39,;;39) - (57:,933) R 636 h ) 2,750
5. Income tax income/{expense)
Current tax expense (88) - (88) .
Deferred taxation 9 28,825 - - -
Normal taxaticn 28,737 ) - o ) (88) -
Secondary tax on companies (3,746) (3,535) B
Total taxation 24,*991 - (;,535) S (88) o ) -

The Company has unredeemed capital expenditure of R198,637 (31 December 2005: R 198,637). The total estimated unredeemed
capital expenditure in the Group is R 1,404,641,123 (31 December 2005: R1,262,091,079).

Reconciliation of effective Group tax rate
Standard tax rate

Taxation on net profit at standard tax rate
Taxation effect of non-deductible expenditure

Taxation effect of assessed losses and
unredeemed capital expenditure utilised

Recognition of deferred tax assets

Secondary tax on companies

Total taxation

Group
i Year ended
wir AL 31 December 2005
R'000
29.0% 29.0%
(33,—104) o (1_3,1 20)
(8,878) (5,425)
41,894 18,545
28,825 -
2&-3,737 o o
(3,746)
2;991 a (3,535)

Company
GRS Year ended

3 Stnnmtitac M0 31 December 2005

Fiteon r'000
29.0% 29.0%
(580) (313)
492 313
(88) -
(3,535) - -
(88) -




Group
Tl vt Year ended
Trrocmpr e s 31 December 2005

A cents

6. Earnings per share
6.1 Basic earnings per share {cents)

Basic earnings per share (cents) 6 3

The calculation of basic earnings per share at 31 December 2006 is based on profit attributable to ordinary share holders of
R139,142,390 (31 December 2005: R41,707,132) and a weighted average number of ordinary shares outstanding of 2,296,747,099
{31 December 2005 1,365,455,520).

Calculation of weighted average number of shares
Numbers of shares Number of days ~ Weighted average

adjusted for

Balance at beginning of year 2,247,490,793 2,247,490,793

Share issue 3 February 2006 2,328,556 332 2,118,029
Share issue 10 March 2006 333,333 296 270,319
Share issue 23 June 2006 40,178,572 19 21,024,951
Share issue 28 June 2006 48,243,089 186 24,584,149
Share issue 6 july 2006 2,328,555 178 1,135,569
Share issue 9 October 2006 333,333 33 75,800
Share issue 9 November 2006 333,333 52 47,489

- 2,341,565,564 - o 2,296,747,699

Group
Tt Tk n Year ended

el A 31 December 2005

Ll cents

6.2 Headline earnings per share

Headline earnings per share (cents) 6 3

The calculation of headline earnings per share at 31 December 2006 is based on profit attributable to ordinary shareholders of
R145,183,885 (31 December 2005: R39,843,491) and a weighted average number of shares outstanding during the year ended
31 December 2006 of 2,296,747,099 (31 December 2005: 1,365,455,520). Headline earnings are calculated as foltows:

Group
ATTRRITEN Year ended 1
SLrstnre A 31 December 2005
R R

Net profit for the year 71 39,142,390 41,707,132
Fair value gain on available-for-sale financial instrument matured - (1,959,685)
Disposal of property, plant and equipment 6,041,495 96,044
Headline earnings ) _T4;,-‘|83,885 - 39,543‘,4?
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Group
RERERET 8] Year ended
YU oragavies A 31 December 2005

OREN B8 cents

6.3 Diluted earnings per share

Diluted earnings per share {(cents) 6 3

The calculation of diluted earnings per share at 31 December 2006 is based on profit attributable to ordinary shareholders of
R 139,142,390 (31 December 2005: R41,707,132) and a weighted average number of shares outstanding during the year ended
31 December 2006 of 2,328,678,892 (31 December 2005: 1,387,858,250).

Calculation of weighted average number of shares

Group
RN I Year ended
¥ r@amine Aty 31 December 2005
Ry wf farow No. of shares
Weighted average number of ordinary shares used in calculating basic earnings per share 2,296,747,099 1,365,455,520
Deemed issue of ordinary shares in respect of share options 16,795,207 22,402,730
Thyssenkrupp in respect of the Downstream Project 15,136,586 -
Weighted average number of ordinary shares used in
calculating diluted earnings per share _ 2,328,678,892 _ _ 1,387,858,250
Group Company
Cret s aEL Year ended VLY TR Year ended
sepnaine A0 31 December 2005 B! Srawanifiza: 245k, 31 December 2005
ey R'000 OO R'000
7. Options for minerat rights
At cost less recoupments and
accumulated impairment - 258 - 258

Options acquired are in respect of the mineral rights on certain parts of the farm Schoongezicht 225, Registration Departrment
iR Mpumalanga and portion 9 of farm Annex Glen Ross No. 562 in the Administrative District of Theunissen. The options in respect of
farm Schoongezicht were converted ta new order prospecting rights in 2006 and are now inciuded under land and mineral rights. The
options in respect of farm Annex Glen Ross No, 562 have been fully impaired.




8. Property, plant and equipment

8.7 Fixed property and mineraf rights
Carrying value at beginning of year
Land and mineral rights at cost

Accumulated depreciation

Additions

Depreciation charge for the year
Reclassification

Carrying value at end of year
Land and mineral rights at cost

Accumnulated depreciation

A register of the mineral rights and title deeds is

8.2 Ferrochrome smelter project
Carrying value at beginning of year
Cost

Accumulated depreciation

Additions

Depreciation charge for the year
Reclassifications

Transfer from capital work in progress
Carrying value at end of year

Cost

Accumulated depreciation

8.3 Mine development project
Carrying value at beginning of year
Cost

Accumulated depreciation

Depreciation charge for the year
Reclassification

Carrying value at end of year
Cost

Accumulated depreciation

8.4 Mining equipment and structures
Carrying value at beginning of year
Cost

Accumulated depreciation

Group

VHnl i

HES ELE M DE OG5

31

Year ended

December 2005

Company

iAo gena e

A S CE D S 1 L]

Year ended

31 December 2005

OO0 R'000 0y R'GO0
120,462 24,556 3,816 1,816
126,882 | 30,162 . 3,816 3,816
(6,420) (5,606) - -
- 96,720 - -
(4,682) (814) - .
5,495 - 258 -
121,275 120,462 4,074 3,815
] 133,783 | 126,882 | 4,074 - 3,816
. (12,508) (6,420) l - -

available for inspection at the registered office of the Company.

698,687
706,580 |
t (7,893) .

5,198
(9,403)
17,502
1,688
713,672
736,871

(17,199)

35.396
| 43,643
(4,247}

(1,471}

)]

37,916
| 43,643
| (5727 |

37,785
41,599
(3,814)

648,121
653,537
(5,416) |

53,043
(2,477)

698,687
706,580 “
(7,893)

40,878
43,643
(2,765)

(1,482)
39,396
43,643
(4,247

13,539
15,980 .
(2,441)
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Group Company
R e Year ended pidngended Year ended
Srteina MilG 31 December 2005 %7 rednihsr 3G 31 December 2005
EatHY R'Q00 Tk RQ00

8.4 Mining equipment and structures (continued)
Additions 7,316 25,619 - -
Depreciation charge for the year (386) (1,373) - -
Reclassifications (22,731 - - -
Carrying value at end of year 21,984 37,785 - -
Cost 24,660 ) B 41,5-99 ’ i S -
Accumulated depreciation (2,676) * (3,814) - -,
8.5 Plant and equipment
Carrying value at beginning of year 462 675 3 22
Cost 2187 2187 94 e
Accurnulated depreciation (1,725) _ (1,512) ‘ 91 ‘ 72) ,
Depreciation charge for the year (70) (213) 3} %
Carrying value at end of year 392 462 - 3
Cost 2187 2187 e4 o4
Accumulated depreciation (1,795) R (1,725) (94} l “n ‘
8.6 Motor vehicles
Carrying value at beginning of year 93 301 60 217
Cost 7392 ! o 393 ' i 138 ! 7 7639 )
Accumulated depreciation (299) i (5_92) ) _ (78) l {422) ‘
Disposals at carrying value - (96) - 96)
Depreciation charge for the year (58) (112} (28) 61)
Carrying value at end of year 35 93 32 60
Cost 2 32 i8¢ 138,
Accumulated depreciation (35?) ) o _(2?9) . (106) i o _(78) )
8.7 Office furniture and equipment
Carrying value at beginning of year 863 1,316 B6 96
Cost 2,678 I 772,&15 T LA;G‘ZTVA___ _3-991
Accumulated depreciation (1,815) (1,299) (376) i 303)
Additions 1,459 63 764 63
Disposals at carrying value 5 - (5) -
Depreciation charge far the year (649) {(516) (167) (73)
Carrying value at end of year 1,668 863 678 86
Cost ©o402 T 2e:8 amy 482
Accurnulated depreciation (2_1?64) o (1 ,8_1 5) . o _(443)1 ) (_3?6)m
8.8 Wonderkop assets
Carrying value at beginning of year 231,913 - - -
Cost ) 23_1-,91?.. ’ T N ]

Accumulated depreciation

-
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T ArTits Year ended
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8.8 Wonderkop assets (continued)

Additions 183 231,913
Disposals at carrying value (4,254) -
Depreciation charge for the year (8,215) B
Carrying value at end of year 219,627 231,913
Cost 227,842 ! 231,913
Accumulated depreciation _ (8,215) . -

The Wonderkop assets are encumbered by a loan more fully described under note 17,4,

8.9 Lion Ferrochrome plant

Carrying value at beginning of year 198,887 -
Cost o 198,5871_7 o - '
Accurmulated depreciation ' - -
Additions 151,199 198,887
Disposals at carrying value (1,782) -
Depreciation charge for the year (369) -
Carrying value at end of year 347,935 198,887
Cost - 348,304 1_ 198,887 i
Accumulated depreciation ) (369) . -

M ouberinn

Company

Year ended

“trooeges A 31 December 2005

R R'000

R

Additions in respect of the Lion Ferrochrome plant include capitalised borrowing costs of R 16,116,350 (31 December 2005;

R 3,657,222).

8.10 Capital work-in-progress

Costs capitalised to date 1,235 1,688
Total carrying value at end of year 1,465,739 1,330,236
Cost , 1,516,949 1,356,449
Accumulated depreciation ! {51,210 ] {26,213) ‘

B.11 Capitalised finance leases

4,784 3,965
5,427 4,510
(643) ! (545)

The following leased assets where the Company is the lessee are included in 8.2, Ferrochrome smelter project and 8.6 Motor vehicles.

8.11.1 Motor vehicles

Cost 138 138
Accumulated depreciation (106) (78)
Carrying value at end of year 32 60

8.11.2 Plant and equipment

Cost/carrying value at end of year 12,497 -

118 138
(106) (7B}
32 60

!




Group Company

RS ¢ Year ended T HD L Year ended
F iasomode Az 31 December 2005 % uncasnniae AHiix 31 December 2005
RaS R'G00 e M) R'00C
9. Deferred tax assets
Recognised deferred tax assets
Property, plant and equipment 19 - - -
Unredeemed capital expenditure 19,044 - . .
Provisions and accruals 9,762 - - -
28,825 . ) . i -

Deferred taxation is based on previously unrecognised unredeemed capital expenditure. The Company has raised a deferred tax asset for
deductable temporary differences as it is probable that sufficient future taxable incorme will be generated against which these temporary
differences can be utilised.

Movement in temporary differences during the year

Balance Recognised Balance
1 lanuary 2006 inincome 31 December 2006
Property, plant and equipment - 19 19
Unredeemed capital expenditure - 19,044 19,044
Provisions and accruals - 9,762 9,762
28,825 28,825
Group Company
NdARB ded) Year ended NERTIET 8] Year ended

sSrvutaticas A0 31 December 2005 & Shataunns 200k 31 December 2005

RO R'000 OO R'000

10. Investmerits

10.1 Wholly-owned subsidiaries

Southwits Mining Company (Pty) Ltd (102) (102)
Shares at cost * *
Loan from subsidiary (102) (102)
Merafe Chrome & Alloys (Pty) Ltd 849,463 725,567
Shares at cost * *
Loan to subsidiary 849,453 725,567
Loan at cost 1,140,408 1,016,512
Provision for impairment (290,945) (290,945)
Total wholly-cwned subsidiaries 849,361 725,465

* Amount is less than one thausand
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10.2 Flexidowment policy

Held to maturity - Flexidowment policy

Group

St AT

HE R AR YR B30

RitHE

346

Year ended
31 December 2005
R000

346

L

Company
RERTEE L 86 Year ended
St mtira 4% 31 December 2005
e R'Q00

This Flexidowment palicy is managed by Old Mutual and matured in April 2005, This policy has been ceded to the Horizon Nature
Conservation Trust and forms part of the Trusts accumulated rehabilitation funds.

Total investments

11. Inventories

Consumables stores

Raw materials and work-in-progress
Final product

Carrying value

Write-down of inventory to net

realisable value

346

346 849,361 725,465

32,459 26,725 - .
73,703 82,886 - .
213,194 214,698 - -
214,943 214,698 - -
(1,749) . - -
319,356 324,309 - -

The net realisable value adjustment represents the write-down of a stockpile of 1,829 tonnes of final product.

12. Trade and other receivables
Trade receivables
Prepayments

Other receivables

13. Share capital

Authorised - 2,750,000,000

(31 December 2005: 2,750,000,000)
ordinary shares of 1 cent each.

Issued - 2,341,569,564

(31 December 2005: 2,247,490,793)

ordinary shares of 1 cent each.

14. Share premium

Balance at beginning of year
Artsing from issue of new shares
Share issue expenses

Balance at end of year

268,107
1,631
3,970

273,?0?

27,500

23,416

1,091,743
51,239
(23}

1,142,887

277,824
2,167
1,458

281,449

27,500

22,475

557,035
544,836
(10,128)

1,091,743

433 116

141 125

406 649

980 890
27,500 27,500
23,416 22,475
1,091,743 557,035
51,239 544,836
(95) (10,128)
1,142,887 1,091,743

The unissued share capital is under the control of the directors, subject to the Companies Act and the |SE Limited Listings Requirements,
until the next annual general meeting, The directors’ report and note 15 set out the details in respect of the share optien scherne.

5. Equity-settled share-based payments

On 1 August 2000, the Group established a share option programme that entitles key management personnel and senior employees to
acquire shares in the Company. Management has applied the provisions of IFRS 2 - Share-based payments in accounting and disclosing
for all share optiens granted, except for share options granted before 7 November 2002, or share options granted after this date, but
which had vested prior to 1 January 2005 and those subject to review referred to later in this note.
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Group

L ERE R (1 ]

Year ended

Jacquner A0 31 December 2005

N

15. Equity-settied share-based payments (continued)

Reconciliation of share based payment obligation

Balance at beginning of year

Fair value movement during the current year

Balance at end of year

2,510
790
3,300

R'000

1,545
965
2,510

Poaststatr ML

Company
] Year end

T R'000

2,510
790
3,300

The terms and conditions of the grants are listed below and all options are settled by physical delivery of shares:

Grant date/employees entitled
Options granted prior to

7 November 2002

Options granted to senior
employees on 1 February 2003
Options granted to senior
employees on 1 March 2003

Options granted to key management
on 30 Aprit 2003

Qptions granted Lo key management
on 1 August 2003

Options granted to senior
employees on 1 August 2005
Options granted to senior
employees on 12 june 2006

Options granted to senior employees
on 27 July 2006

Number of instruments

49,730,851

1,000,000

500,000

10,034,098

2,500,000

2,000,000

3,000,000

2,000,000

Vesting conditions

One third per year over the period
30 june 2006 to 30 June 2008

One third per year over the period
30 June 2006 to 30 June 2008

One third per year over the period
30 June 2006 to 30 June 2008

One third per year over the period
31 December 2006 to
31 December 2008

One third per year over the period
31 December 2008 1o

31 December 2010

One third per year over the period
30 June 2009 to 30 June 2011

Cne third per year over the period
30 June 2009 to 30 June 2011

ed

31 December 2005

1,545
9635
2,510

The options are granted to employees and lapse after 10 years if not implemented while erployed within the Group. The options are
forfeited when an employee resigns from the group and does not exercise hisfher options. In event of an employee leaving the Group

for a reason approved of by the directors or dying then the employee or his/her estate has 12 and 24 months respectively to exercise
and/or implement eptions due to that employee, Once contractually granted by the Company, the trustees of the scheme administer
the scheme and determine the rights and cbligations vis a vis the scheme and employees.

The number and weighted average exercise prices of share options are as follows:

Qutstanding balance at the
beginning of the year

Options granted during the year
Options exercised during the year
Options forfeited during the year
Qutstanding balance at the end of year

Excercisable at the end of year

2006
S e W et
RN ETAN SO SV

foara it

46
63
39
37

49

Number of

options

(000)

79,608
5,000
(5.657)
{8,186)
70,765
54,380

2005
IO S TR TR Number of
BRI options
R b ('000)
46 91,065
60 2,600
41 (2,333)
50 (11,124)
B 79,608
o 74797,672




15. Equity-settled share-based payments (continued)

Share options outstanding at the end of the year have the following terms

Exercise price:
35 cents
39 cents
40 cents
45 cents
54 cents
60 cents
67 cents
73 cents
82 cents
98 cents

Exercise dates:

31 Decemnber 2003
30 June 2004

31 December 2004
30 June 2005

31 December 2005
30 June 2006

31 December 2006
30 June 2007

31 December 2007
30 june 2008

31 December 2008
30 June 2009

31 December 2009
30 june 2010

31 December 2010
30 june 2011

Company

i ERe LT &

Year ended

P odrrmmtin A 31 December 2005

Jeat O

5,329
3,300
5,994

35,108

10,034
5,000
2,000
2,500

500
1,000
70,765

9,987
15
13,326
15
15,352
3,860
11,825
3,845
860
3,845
1,500
1,667
667
1,667
667
1,667
70,765

R'000

8,985
9,985
5,994
38,110
10,034
2,000
2,500
500
1,500
79,608

9,987
15
16,316
15
23,342
4,027
14,190
4,011
860
4,011
1,500

667

667

79,608
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15. Equity-settled share-based payments (continued)

The following share options were outstanding at 31 December 2006 in favour of directors of the Company:

Z van der Walt SP Elliot B McBride DS Phiri

Average exercise price (Cents) 44 44 44 54

000 000 000's 000's
Exercisable on 31 December 2003 3,329 3,329 3,329 -
Exercisable on 30 june 2004 5 5 5 -
Exercisable on 31 Decemnber 2004 3,331 3,331 3,33 -
Exercisable on 30 june 2005 5 5 5 -
Exercisable on 31 December 2005 3,340 3,340 3,340 -
Exercisable on 30 June 2006 5 5 5 3,345
Exercisable on 31 December 2006 11 1 1 -
Exercisable on 39 june 2007 . - - 3,345
Exercisable on 30 December 2007 9 9 9 -
Exercisable on 33 June 2008 - - - 3,345
Total 10,035 10,035 T 10,035 o 10,035

In terms of the Company’s share incentive scheme and contracts of employment, further options are due to executive directors at the
date and offer price of any rights offers to shareholders of the Company or increases in share capital up to a maximum 1% of the issued
share capital. In terms of the rights offer in November 2005, such options to executive directors would become implementable in terms
of the scheme at the rights offer price at the end of 2008 (as to one third), 2009 (as to one third) and 2010 (as to ene third}. However, in
line with many listed companies, and the impact of IFRS 2 and the accounting treatment of share options which are now classified as an
expense, the Rernuneration Committee together with its auditors, KPMG Inc, are reviewing the appropriateness of the scheme, as many
commentators are suggesting alternative reward systems for employees, more beneficial to the Company, shareholders and employees
as a result of changes brought about by IFRS 2 and the movement to performance based schemes. This exercise should be completed
during 2007. Any changes, amendments or replacement of the scheme would require the approval of the Board of the Company, its
shareholders, the JSE Limited and where any change impacts on any employee, the consent of that employee.

The fair value of services received in return for share options granted is based on the fair value of share options granted, measured using
the Black-Scholes-Merton formula, with the following inputs:

Key management personnel Senior and other employees

2006 2005 2006 2005

Fair value at grant date in cents 22 22 26 30
Share price in cents (weighted average) 54 54 70 75
Exercised price in cents (weighted average) 54 54 70 75
Expected volatility 23% 23% 30% 27%
Option life (expected weighted average) 6 years 6 years 5.39 years 5.86 years
Expected dividends 1.33% 1.33% 2.15% 1.62%

Risk free interest rate 10.51% 10.51% 8.95% 9.48%




16. Non-distributable reserve

The non-distributable reserve relates to a feasibility study and investigation into a Downstream Project at Boshoek which was being
undertaken by Merafe Resources, In terms of this agreement an amount of R 9,103,403 (one million Euros at the date of transaction)
was advanced to Merafe Resources by ThyssenKrupp Metallurgie GMBH (Thyssen) in respect of this project. Merafe Resources shall is-
sue shares to Thyssen for the amount of R9,103,403 for this investigation receipt. The number of Merafe Resources shares shall be the
investigation receipt divided by the issue price (weighted average price of Merafe Resources shares traded on the |SE Limited thirty days
before the payment date being the earlier of thirty days after the Downstrearn Project is “hot commissioned” and/or T April 2006).

Group Company

Vil VLG Year ended SEL L G Year ended

¥ Saesnaioae A% 31 December 2005 37 et AH 31 December 2005

N R'000 OO R'000
17. Non-current borrowings
17.1  Loan: Establishment of mining and

related operations - 2,350 - -
17.2  Finance leases-motor vehicles 7 54 7 54
17.3  Preference shares 223,580 322,476 - -
17.4  ABSA Bank Limited 125,000 - - -
17.5 ABSA Bank Limited 175,000 - - -
17.6  Xstrata South Africa (Pty) Ltd 16,862 - B -

? 65,134 . . -

EBITDA, due for the year (48,272) - - -
17.7  Xstrata South Africa (Pty) Lid - 14,224 - .- - -
17.8  SVR Steehworks (Pty) Ltd-

Finance lease 10,440 . . -
17.9  Datagwip Rentals {Pty) Ltd-

Finance lease 2,057 - - -
Balance at end of year 567,170 324,880 7 54
Current portion of non-current borrowings {153,371) (100,047) &) (47)

413,799 224,833 - 7
Minimum lease payments:
Repayable within the next year 4,507 50 7 50
Repayable fater than 1 year but not later than
5 years 13,284 B - 8
Future finance charges on finance leases (5,287) 4 - “
12,504 54 7 54

17.1  This ioan was secured and repayable in monthly instalments of R 233,000 (31 December 2005: R 233,000) and bore interest at
a variable rate of 2% below prime overdraft rate. The loan was settled on 31 October 2006.

17.2  This loan is secured by finance lease agreements over a motor vehicle with a book value of R 32,113 (31 December 2005:
R 59,639} as per note 8.11. This loan is repayable in monthly instalments of R 4,116 (31 December 2005: R 4,100} and bears
interest at the prime overdraft rate.
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17. Non-current borrowings (continued)

17.3

17.6
17.7
17.8

These redeemable preference shares, held by ABSA Corpaorate and Merchant Bank Limited and the Industrial Development
Corporation, have a fixed preference dividend rate of 2.95% (2005: 9.95%), payable quarterly. In terms of the agreement,
capital will be redeemed as follows: 2007: R 104,337,000, 2008: R 84,464,000, 2009: R 34,779,000.

This loan i secured by cession of claims in respect of the participation interest in the Pooling and Sharing Agreement attributable
to Wonderkop and in respect of the Wonderkop assets. Additional secusity has been provided in the form of guarantees from
Xstrata South Africa (Proprietary) Limited and Merafe Ferrechrome and Mining (Proprietary) Limited. The lean is repayable
bi-annually with the final payment due on 31 December 2010. In terms of the agreement, capital will be repaid as follows:
2007 - R 18,750,000, 2008 - R 31,250,000, 2009 - R 37,500,000, 2010 - R 37,500,000. interest including bank costs is fixed
at 10.54% per annum.

This loan is secured by cession of claims in respect of the participation interest in the Pooling and Sharing Agreement
attributable to Project Lion and guarantees from Xstrata South Africa (Proprietary) Limited and Merafe Ferrochrome and
Mining (Proprietary) Limited. The lcan is repayable bi-annually with the final payment due on 31 December 2010. In terms
of the agreement, capital will be repaid as foltows: 2007 - R 26,250,000, 2008 - R 43,750,000, 2009 - R 52,500,000, 2010 -
R 52,500,000, Interest including bank costs is charged at the fohannesburg Interbank Agreed Rate pfus 1.45% per annum.

This loan is unsecured and has no fixed repayment terms. Interest is charged at prime overdraft rate.
This foan is unsecured and has no fixed repayment terms. interest is charged at prime less 1% per annum.

This loan is secured by a finance lease agreement over plant and equipment with a book value of R10 439 658 as per note 8,11,
The loan is repayable in monthly instalments determined by the level of production of the plant, repayments have averaged at
R186 810 per month. Interest is determined by the level of production, rates have averaged 10.28% per annum.

This loan is secured by a finance lease agreement over plant and equipment with a book value of R2 056 124 as per note 8,11,
The loan is repayable in monthly instalments of R106 545 with the final payment in October 2008. Interest is charged at prime
plus 2%.

Group Company
Tkt L Year ended LR AL Year ended
a0 camier A% 31 December 2005 % fragmetsiae AU 31 Decemnber 2005
B3 R'000 Ryt R'000
18. Provision for closure and restoration costs
Balance at beginning of year 7,592 4,214 - -
Utilised during the year (3.403) (1,528) - -
Charge for the year 6,765 4,906 - -
Balance at end of year B 10,954 - ?,592._l_ o ) - B ’ ’ -
19. Trade and other payables
Trade payables 314,987 585,313 2,226 10,247
Other payables 1,207 26,518 B8 993
‘316194 e18m 2314 11,240

Included in trade payables in 2005 is an amount of R6 3.3 million owed to Xstrata.




20, Cash flow information

20.1 Cash (utilised in)/generated

by operations

Profit for the year before tax

Adjusted for:

Depreciation and amaortisation

Write-down of inventory to net realisable value
Interest received

Interest paid

Equity-settled share-based

payment expense

Movement in accruals

Bad debts written off

Adjustment in respect of straight-lining of lease
Provision for closure

and restoration

Payment for closure and restoration

Disposal of property,

plant and equipment

Operating profit/(loss) before

working capital changes

Workirng capital changes

Decrease/(increase) in inventories |_—
Decrease/(increase) in trade
and other receivables
{Decrease)/fincrease in trade

and other payables

20.2 Cash and cash equivalents
Bank and cash

Bank overdraft

Group Company
T el Year ended o aailn Year ended
Srzoder s M0 31 December 2005 t e A13% 31 December 2005
HHHY R'000 Rt R'000

114,152 45,242 - -

25,303 6,987 198 153

1,749 . - -

(726) (3,015) (665) (2,768)

39,915 60,948 29 18

790 965 790 265

25,166 10,254 - -

78 - - -

24 - - -

6,765 4,906 - -

(3,403) (1,528) - -

6,042 26 5 96

215,855 124,855 357 (1,536)

(300,946) (11,320) m (1,589)

i 3,204 (87,038) . .
|

i 7,663 (91,963) ©0) 264
i

(311,813) 167,681 80 (1,853

T (85,(;91) 113,535 o 73:5]57 - (3,125)

19,476 86,742 13,077 84,707

(107,143) (174,169) - -

(87,667) (87,427 13,077 84,707

21. Financial instruments

In the normal course of its operations, the Group is exposed to commodity price, currency, interest, liquidity and credit risk. In order to
manage these risks, the Group may enter into transactions that make use of financial instruments.

The Group did not acquire, hold or issue derivative instruments for trading purposes.
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21. Financial instruments (continued)

Credit risk

The Group sells the majority of its ferrochrome to a bread range of intermational customers in terms of the Xstrata-Merafe
Chrome Venture agreement. As a result, the Group believes that no concentration of credit risk exists with regards to sales to
these customers, The Group has a pelicy to monitor its exposure to credit risk on an ongoing basis, At year end, the maximum

exposure to credit risk is represented by the carrying amount of each financial asset.

Foreign currency and commodity price risk

In the normal course of business, the Group enters into transactions denominated in foreign currencies {primarily US$}. In addition

the Group had fiabilities in US$. As a result, the Group was subject to transacticn and translation exposure from fluctuations in foreign
currency exchange rates. The weakening of the South African Rand against the US$ in the current financial year resulted in exchange
losses being realised on the foreign borrowings which have been offset to an extent by realised and unrealised exchange gains arising
on foreign sales contracts, The Group does not hedge its foreign currency exposure to the ferrachrome price fluctuation risk or Rand:

US$ exchange rate.

Interest rate and liquidity risk

Fluctuations in :nteresk rates impact on the value of cash investments and financing activities, giving rise to interest rate risk. in the
ordinary course of business the Group receives cash from its operations to fund working capital and capital expenditure requirements,
as well as debt repayments, This cash is managed to ensure surplus funds are invested in a manner te achieve maximum returns while

| minimising risks.

Interest rates and repricing analysis - 2006

Fixed rate instruments
Preference shares

ABSA Bank Limited

Variable rate instruments

Finance lease motor vehicles

ABSA Bank Limited

Xstrata South Africa (Pty) Lid
Xstrata South Africa (Pty) Ltd

SVR Steelworks (Pty) Ltd

Dataqwip rentals (Pty) Ltd

Bank overdraft (U5 Dollar account)

Cash and cash equivalents

80

Average interest

rate

9.95%
10.54%

12.50%
10.83%
11.08%
10.08%
10.28%
14.50%

5.77%

6.69%

Total
RO00

(223,580}
{125,000}

{348,580)

&)
(175,000)
(16,862)
(14,224)
(10,440)
(2,057)
(107,143)

19,476

(306,257)

Less than
one year

(104,337)
(18,750)
(123,087)

)
(26,250)
(2,242)
(1,279)
(107,143)
19,476
(117,445

1-2

years

{84,464)
{31,250)
(115,714

(43,750)
(16,862)
(14,224)
(2,242)
(778)

(77.856)

2-5
years

(34,779)
(75,000
{109,779)

{105,000}
{5,956)

(110,956)




21. Financial instruments (continued)

Interest rates and repricing analysis - 2005

Average interest Total Less than 1-2 2.5
rate R'000 one year years years
Fixed rate instruments .
Preference shares 9.95% (322,476) (98,896) (104,337} (119,243)
Variab'e rate instruments - - - - -
Establishment of mining and
related operations 8.65% {2,350) (2,350) - -
Finance leases motor vehicles 10.65% {54) {47) (7} B
Xstrata South Africa (Pty) Ltd 10.65% (64,470) (64,470) - -
Bank overdraft (US Dollar account) 5.77% {174,169) (174,169) -
Cash and cash equivalents 7.90% 86,742 86,742 - -
(154,301) (154,294) ) B .

22. Related party transactions

22.1 Identity of related parties

The Group has related party relationships with its wholly-owned subsidiaries (refer note 10.1), Xstrata-Merafe Chrome Venture (refer
note 22.3), the Industrial Development Corporation of South Africa Limited (refer note 22.4), Royal Bafokeng Resources Holdings (Pty)
Limited (refer note 22.5) and with its directors (refer note 22.2).

22.2 Transactions with its directors

Directors of the Company, and thelr immediate family {associates) control 0.08% of the voting shares of the Company. In addition to
their salaries, the Company also contributes to a provident fund (defined contribution plan) and medical aid fund on their behalf (refer
note 3). Executive directors also participate in the Company’s share option scheme (refer note 15).

22.3 Transactions with the Xstrata-Merafe Chrome Venture

The Xstrata-Mera'e Chrome Venture resulted in Xstrata and Merafe Resources pooling and sharing their ferrochrome assets. While
Merafe Resources’ assets form part of the Xstrata-Merafe Chrome Venture, Merafe Resources retains ownership of its assets and is
closely involved in the Venture’s operations through the Chrome Exco and joint board and sub-commitees formed to oversee the
combined operations of both companies. The Group received 119% to 30 June 2005, 14% to 15 November 2005, 17% to 30 june 2006
and 20,5% to 31 December 2006 of the Venture’s working capital and EBITDA.
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NI 1] Year ended
% npounyd A 31 December 2005
Ry R'000

Included in the consalidated financial statements are the following items that represent the Group's share of the working capital and
EBITDA of the Venture:

Inventories 315,276

318,480

Trade and other receivables 270,019 249,920
Bank and cash 5,162 1,283
Trade account between participants - (172,354)
Pravisions (32,618) {23,593)
Trade and other payables (280,391} (168,009)
Bank averdrait (107,143} (174,169)
Net assets - __?(_),305_ i 3_1-,558
EBITDA 3047 143624

22.4 Transactions with the industrial Development Corporation of South Africa Limited (IDC)

The IDC is considered to be a related party, due to their ability te exercise significant influence over financial and operating decisions
of Merafe Resources. The significant influence is a result of the atarementioned party's shareholding of 23.35%. The IDC has provided
financing in resgect of the operations as set out in note 17.1 and 17.3.

22.5 Transaction with Royal Bafokeng Resources Holdings (Pty) Limited (RBR)

The RBR is considered to be a related party due to their ability to exercise significant influence over financial and operating decisions of
Merafe Resources. The significant influence is a result of the afarementioned party’s shareholding of 30.76%. No transactions oceurred
during the year.

23, Contingencies and commitments

To the best of our knowledge and belief there are no contingent liabilities to third parties and/or contingent assets not set out or referred
to in this report which may materially affect the financial position of the Group.

Group Company
el L Year ended [ (SIS TS Year ended
Leesrs e AN 31 December 2005 50 e Até 31 December 2005
R ®'000 Ay R'000
24, Operating leases
Non-cancellable operating lease rentals are payable as follows:
Less than one year 476 179 476 179
Between one and five years 718 193 718 193
- 1,194 S E; o —_j,194 - ) '.;72

The Group leases affices and various items of office equipment. The leases typically run for a period of five years. The office equipment
lease payment escalates at 15% per annum (31 December 2005: 15%) and the building lease payment escalates at 9% per annum
(31 December 2005: 9%),

— e —_— o S— N S —



Group Company
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HpUR I R'000 AN R'000

25, Post balance sheet date events

The directors are not aware of any material fact or circumstance that has occurred after the balance sheet date, being 31 December 2006
and the date of this report, other than those disclosed in the “Qutlook for the future” section of the Chief Executive Officer’s Review.

26. Capital commitments
The Group's capital commitments at year end were:
: Project Lion 10,507 128,481 -

Other Xstrata-Merafe Chrome Venture 6.467
commitments: )

10,507 134,948 -

These commitments are expected to be settfed in the following financial year through funds generated from operations

27. Determination of fair values

Determination of fair values

A number of the Group accounting poficies and disclosures require the determination of fair value, for both financial and
non-financial assets and liabilities. Fair values have been determined for measurement andfor disclosure purposes based on the
following methods. Where applicable, further information about the assumptions made in determining fair values is disclosed in the
notes specilic to that asset or liability. The fair values of financial assets and liabilities are the same as the carrying amounts reflected in
the balance sheet.

Trade and other receivables
The fair value of trade and other receivables, excluding construction work in progress, is estimated as the present value of future cash
flows, discounted at the market rate of interest at the reporting date.

Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and interest cash
flows, discounted at the market rate of interest at the reporting date. In respect of the liability component of convertible notes, the
market rate of interest is determined by reference to similar liabilities that do not have a conversion option, For finance leases the market
rate of interest is determined by reference to similar lease agreements.

Share-based payment transactions

The fair value of employee share options is measured using the Black-Scholes-Merton formula, Measurement inputs include share price
on measurement date, exercise price of the instrument, expected volatility (based on weighted average historic volatility adjusted
for changes expected due to publicly available information), weighted average expected life of the instruments (based on historical
experience and general option holder behaviour), expected dividends, and the risk-free interest rate (based on government bonds).
Service and non-market performance conditions attached to the transactions are not taken into account in determining fair value.

Investment in equity and debt securities
The fair value of available-for-sale financial assets is determined by reference to their quoted bid price at balance sheet date. The fair value
of held-to-maturity investments is determined for disclosure purposes only.
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Shareholder information
Analysis of ordinary sharehalders as at 31 December 2006

Kepws. of % of all Ry, % of shares

B hareoldety Shareholders BIn1e HEE) issued
Analysis of shareholdings
Range
1 - 1000 553 10.46 313,375 0.01
1001 - 5000 1,033 19.55 3,339,636 0.14
5001 -10 000 T 949 17.96 8,022,732 0.34
100601 - 100 000 2,203 41.68 79,632,613 340
100 001 - 1 000 000 422 7.98 120,037,582 513
1 000 001 and more 125 237  2,130,223,626 90.98
Totals 5285 10000 2,341,569,564 10000
Distribution of shareholders
Category
Diluted funds 1,478,807,571 63.16
Pension funds 299,018,838 12.77
Nominges & trusts 221,345,608 9.45
Individuals 167,880,556 717
Other corporate bodies 84,041,103 3.59
Private companies 74,342,021 317
Banks 13,083,501 0.56
Close corporations 3,050,366 013
Totals - 234,569,564 10000
Shareholders holding 5% or more of shares in issue
Name
Royal Bafokeng Resources Holdings (Pty) Ltd 720,163,887 30.76
Industrial Development Corporaticn 546,830,100 23.35
Allan Gray Asset Managers 339,376,246 14.49
Totals 1,606,370,233 68.60
Shareholder spread
Public 5,279 99.88 1,065,333,820 45,50
Non-public 6 012 1,276,235,744 54.50
Directars (directly held) T 2 ees 1227m2 008
Associates . 2 0.04 8,014,645 0.34,
Royal Baiokeng Resources ; 1 0.02 720,163,887 30.76
Industrial Development Corporation ! i ] 7{3.92 B 54@8?&19& . _2335
Totals © 5285 10000 2,341,569,564  100.00




|SE Limited share statistics at 31 December 2006

Share price (cents)

High

Low

Clasing price at 31 December 2006

Shares traded

Number of shares

Value of shares

Volume traded as a % of weighted average shares in issue
Market Capitalisation

As at 31 December 2006

Shareholders’ diary

Meetings
Annual General Meeting for 2007 to be held in June 2008
Reports

Interim report six months to 30 June 2007 to be released on or around 7 August 2007
Annual results for the 12 months to 31 December 2007 to be released in March 2008
Annual report for the 12 months to 31 December 2007 to be published May 2008

83
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75

660,916,517
R407,238,640

28%

R1,756,177,173
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Notice of annual general meeting

Merafe Resources Limited

(Incorporated in the Republic of South Africa}
(Registration Number 1987/003452/06)

{the Company)

I1SIN:ZAEQOOQ0060000

Share code: MRF

Notice is hereby given that the twentieth annual general
meeting of members of Merafe Resources Limited will
be held at 1st Floor, Block B, Sandton Place, 68 Wierda
Road East, Wierda Valley, Sandton, at 11:00 on Thursday,
26 |uly 2007, for the purpose of conducting the following
business;

1. To receive, consider and adopt the annual financial
statements for the Company for the year ended
31 December 2006.

2. To elect the following directors, who retire by
rotation and, being efigible, offer themselves for
re-election:

2.1 Ms Lebo Mogotsi;

2.2 Ms joyce Matlala;

2.3 Mr Bruce McBride; and
2.4 Mr Stuart Elliot

3. To ratify the appointment of Mr Tlamelo Ramantsi
to the Board as a non-executive director.

4. To ratify the appointment of Mr Mzila Mthenjane to
the Board as a non-executive director,

Brief CVs of these directors are set out on page 17 and 19
of this annual report.

5. To approve the directors’ remuneration for the year
ended 31 Decernber 2006.

6. To re-appoint KPMG Inc. as auditors for the ensuing
year.

7. To authorise the directors to determine the auditors’
remuneration.

8. To approve the auditors’ remuneration.

As special business to consider and, if deemed fit, to pass
with or without modification the following resolutions:

Special resolution number 1

Increase of autherised share capital

“Resolved as a special reselution that, in terms of section
75¢1) (a) of the Companies Act, Act 61 of 1973, as
amended, and Article 20 of the Articles of Association
of the Company and with effect from the reqistration of
this special resolution, the Company’s authorised share
capital be and is hereby increased from R35 000 00D by
the creation of 750 000 000 ordinary shares with a par
value of R1.01 each ranking pari passu in all respects with
the ordinary shares in the capital of the Company”.

Special resolution number 2
Amendments to the Memorandum of Association

“Resolved as a special resolution that, subject to the
passing and registration of special resolution nurnber 1
proposed at the Company’s twentieth annual general
meeting, paragraph 8(a) and paragraph 8(a){i) of the
Company's Memorandum of Association be and is
hereby amended by substituting “R35 000 000" for the
reference for “R27 000 000" and “3 500 000 000" for
the reference of “2 750 000 000.”

Reasons for and effect of special resolutions 1
and 2

The reason for special resolutions 1 and 2 is to increase
the share capital of the Company. The effect is to
create 750 000 000 new ordinary shares of R0.01 each
thereby creating additional authorised share capital in
the Company of R7 500 000 in order to ensure that the
Company has sufficient unissued shares available should
a need to issue shares arise in the future,

Ordinary resolution number 1
Control of authorised but unissued shares

“Resolved that the entire authorised but unissued share
capital of the Company from time to time be placed
under the control of the directors of the Company until
the next annual general meeting, with the authority
to allot and issue all or part thereof at their discretion,
subject to the provisions of sections 221 and 222 of the
Companies Act, Act 61 of 1973, as amended, the Articles
of Association of the Company and the |SE Limited
Listings Requirements.”
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Notice of annual general meeting

Merafe Resources Limited

(Incorporated in the Republic of South Africa)
(Registration Number 1987/003452/06)

(the Company)

ISIN:ZAEQ00060000

Share code: MRF

Notice is hereby given that the twentieth annual general
meeting of members of Merafe Resources Limited will
be held at 1st Floor, Block B, Sandton Place, 68 Wierda
Road East, Wierda Valley, Sandton, at 11:00 on Thursday,
26 |uly 2007, for the purpose of conducting the following
business:

1. To receive, consider and adopt the annual financial
statements for the Company for the year ended
31 December 2006.

2. To elect the following directars, who retire by
rotation and, being eligible, offer themselves for
re-election:

2.1 Ms Lebo Mogotsi;

2.2 Ms joyce Matlala;

2.3 Mr Bruce McBride; and
2.4 Mr Stuart Elliot

3. To ratify the appointment of Mr Tlamelo Ramantsi
to the Board as a non-executive director.

4. To ratify the appointment of Mr Mzila Mthenjane to
the Board as a non-executive director.

Brief CVs of these directors are set out on page 17 and 19
of this annual report.

5. To approve the directors’ remuneration for the year
ended 31 December 2006.

6. To re-appoint KPMG Inc. as auditors for the ensuing
year.

7. To authorise the directors to determine the auditors’
remuneration.

8. To approve the auditors’ remuneration.

As special business to consider and, if deemned fit, to pass
with or without modification the following resolutions:

Special resolution number 1

increase of authorised share capital

“Resolved as a special resolution that, in terms of section
75(1) (a) of the Companies Act, Act 61 of 1973, as
amended, and Article 20 of the Articles of Association
of the Company and with effect from the registration of
this special resolution, the Company’s authorised share
capital be and is hereby increased to R35 000 000 by the
creation of 750 000 000 ordinary shares with a par value
of R0.01 each ranking pari passu in all respects with the
ordinary shares in the capital of the Company”.

Special resolution number 2
Amendments to the Memorandum of Association

“Resolved as a special resolution that, subject to the
passing and registration of special resolution number 3
proposed at the Company’s twentieth annual general
meeting, paragraph 8(a) and paragraph 8(a)(i) of the
Company's Memorandum of Association be and is
hereby amended by substituting “R35 000 000" for the
reference for “R27 500 000" and “3 500 000 000" for
the reference of “2 750 000 000.”

Reasons for and effect of special resolutions 1
and 2

The reason for special resolutions 1 and 2 is to increase
the share capital of the Company. The effect is to
create 750 000 000 new ordinary shares of R0.01 each
thereby creating additional authorised share capital in
the Cornpany of R7 500 000 in order to ensure that the
Company has sufficient unissued shares available should
a need to issue shares arise in the future.

Ordinary resolution number 1
Control of authorised but unissued shares

“Resolved that 109% of the authorised but unissued share
capital of the Company be placed under the control of the
directors of the Company until the next annual general
meeting, with the authority to allot and issue all or part
thereof at their discretion, subject to the provisions of
sections 221 and 222 of the Companies Act, Act 61 of
1973, as amended, the Articles of Association of the
Company and the |SE Limited Listings Requirements.”




Ordinary resclution number 2
Issue of shares for cash

“Resalved that, in terms of the JSE Limited {*JSE") Listings
Requirements, the directors be given general authority to
issue all or any of the authorised but unissved ordinary
shares of one cent each for cash as and when suitable
situations arise, subject to the Companies Act, Act 61
of 1973, as amended, the Articles of Association of the
Company, and the following limitations, namely:

that this authority shall not extend beyond 15
{fifteen) months from the date of this meeting or the
date of the next annual general meeting, whichever
is the earlier date;

that a paid press announcement giving full details,
including the effect on net asset value and earnings
per share will be published at the time of any issue
representing, on a cumulative basis, within one
financial year, 5% or more of the number of shares
of that class in issue prior to the issues;

that issues in the aggregate in any one financial year
will not exceed 10% of the number of shares of any
class of the Company's issued share capital, including
instruments which are computlscrily convertible into
shares of that class;

that, in determining the price at which an issue of
shares will be made in terms of this authority, the
maximum discount permitted will be 10% of the
weighted average traded price of the shares in
question, as determined over the 30 days prior to
the date that the price of the issue is determined or
agreed by the directors; and

that any such issue will only be made to public
shareholders as defined by the JSE and not to any
related parties.”

The approval of a 75% majority of the votes cast by
shareholders present or represented by proxy at this
meeting is required for ordinary resolution number 2 to
be carried.

Voting and attendance at the general meeting

Any member entitled to attend and vote at the meeting
is entitled to appoint a proxy to attend and to vote
thereat in his/her stead. The proxy so appointed need
not be a member of the Company. Proxy forms should
be forwarded to reach the registered office of the transfer
secretaries of the Company or the Company’s registered
office by no later than 11:00 on Tuesday, 24 July 2007.

Members who have not dematerialised their shares or
who have dematerialised their shares with own name
registration are entitled to attend and vote at the meeting
and are entitled to appoint a proxy or proxies to attend,
speak and vote in their stead. The person so appointed
need not be a member. Proxy forms should be forwarded
to reach the registered office of the Company no later
than 11:00 on Tuesday, 24 |uly 2007.

Members who have dematerialised their shares, other
than those members who have dernaterialised their shares
with ewn name registration, should contact their Central
Securities Depository Participant (CSDP) or broker, in the
manner and time stipulated in their agreement:

to furnish them with their voting instructions; and

in the event that they wish to attend the meeting, to
obtain the necessary authority to do so.

By order of the Board.

%ﬂa\/@md VQVICQ\

A Mahandrenath
Company Secretary

Sandton
29 June 2007




Ordinary resolution number 2
Issue of shares for cash

“Resolved that, in terms of the JSE Limited (“]SE") Listings
Requirements, the directors be given general authority to
issue all or any of the authorised but unissued ordinary
shares of one cent each for cash as and when suitable
situations arise, subject to the Companies Act, Act 61
of 1973, as amended, the Articles of Association of the
Company, and the following limitations, namely:

that this authority shall not extend beyond 15
(fifteen) months from the date of this meeting or the
date of the next annual general meeting, whichever
is the earlier date;

that a paid press announcement giving full details,
including the effect on net asset value and earnings
per share will be published at the time of any issue
representing, on a cumulative basis, within one
financial year, 59 or more of the number of shares
of that class in issue prior to the issues;

that issues in the aggregate in any one financial year
will not exceed 10% of the number of shares of any
class of the Company’s issued share capital, including
instruments which are compuisorily convertible into
shares of that class;

that, in determining the price at which an issue of
shares will be made in terms of this authority, the
maximum discount permitted will be 10% of the
weighted average traded price of the shares in
question, as determined over the 30 days prior to
the date that the price of the issue is determined or
agreed by the directors; and

that any such issue will only be made to public
shareholders as defined by the |SE and not to any
related parties.”

The approval of a 75% majority of the votes cast by
shareholders present or represented by proxy at this
meeting is required for ordinary resolution number 2 to
be carried.

Voting and attendance at the general meeting

Any member entitled to attend and vote at the meeting
is entitled to appoint a proxy to attend and to vote
thereat in his/her stead. The proxy so appointed need
not be a member of the Company. Proxy forms shoutd
be forwarded to reach the registered office of the transfer
secretaries of the Company or the Company’s registered
office by no later than 11:00 on Tuesday, 24 July 2007,

Members who have not dematerialised their shares or
who have dematerialised their shares with own name
registration are entitled to attend and vote at the meeting
and are entitled to appoint a proxy or proxies to attend,
speak and vote in their stead. The person so appointed
need not be a member. Proxy forms should be forwarded
to reach the registered office of the Company no later
than 11:00 on Tuesday, 24 July 2007.

Members who have dematerialised their shares, other
than those members who have dermnaterialised their shares
with own name registration, should contact their Central
Securities Depository Participant (CSDP) or broker, in the
manner and time stipulated in their agreement:

to furnish them with their voting instructions; and

in the event that they wish to attend the meeting, to
obtain the necessary authority to do so.

By order of the Board.

@i/]a\/ta\ndvam&\

A Mahandrenath
Company Secretary

Sandton
29 june 2007
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Form of proxy

Merafe Resources Limited

(Incorporated in the Republic of South Africa)

(Registration Number 1987/003452/06)

(the Company) ISIN:ZAEDOOD60000
Share code: MRF

Only for use by members who have not dematerialised their shares or members who have dematerialised their shares with own name
registration. All other dematerialised shareholders must contact their CSDP or broker to make the relevant arrangements concerning
voting and/or attendance at the annual general meeting.

Form of proxy for the twentieth annual general meeting

|/We (name in block letters)
Of (address)
Being the holders/of ordinary shares

in the Company hereby appoint (see note 1):
1. . . or failing him/her
2. or failing him/her

3. The chairman of the Company, or failing him, the chairperson of the annual general meeting, as my/our proxy to
vote for mefus on myfour behalf at the annual general meeting of the Company to be held at Merafe Resources
Limited at 1st Floor, Block B, Sandton Place, 68 Wierda Road East, Wierda Valley, Sandton, at 11:00 on Thursday,
26 uly 2007, or at any adjournment thereof.

Number of Votes

" For B ﬁ(éainstﬂ L  Abstain |

"

I

|/We desire to vote as follows (see note 2):

e ma |

1. To receive, consider and adopt the annual financial statements
2. To elect the directors who retire by rotation:

2.1 Ms Lebo Megotsi; \

—_— - - — —— - _ _ -
2.2 Ms Joyce Matlala; i ! |
I—r —_— - — — —- B — —_
2.3 Mr Bruce McBride; and ;
S
2.4 Mr Stuart Elliot
3. To ratify the appointment of Mr Tlamelo Ramantsi to the Board [ i B L o T

as a non-executive director . ]
4. To ratify the appointment of Mr Mzila Mthenjane to the Board | |
as a non-executive director

5. To approve the directors’ remuneration t

6. To re-appoint KPMG Inc. as auditors for the ensuing year

To authorise the directors to determine the auditors’
remuneration

- r S
_ — — Tv— — - - —_— =

9. Special resolution number 1: Increase of authorised share capital 7

8. To approve the auditors’ remuneration

—— —_ —_ — -- ——_— - —— “

10. Special resolution number 2: Amendments to the memorandum | t
of assaciation i
11. Ordinary resolution number 1: To place the unissued shares [
under the control of the directors i
12. Ordinary resolution number 2:
To authorise the Company to issue shares for cash

_ Lo ok

—_— . e— —_ - e R

Signed at _ on . 2007

Signature (assisted by me - where applicable) Please see notes overleaf




Form of proxy

Notes:

1. Ashareholder may insert the name of a proxy or the names of two alternative proxies of the shareholder’s choice
in the space(s) provided, with or without deleting ‘the chairperson of the general meeting of shareholders’, but
any such deletion must be initialled by the shareholder. The person whose name stands first on the form of proxy
and who is present at the annual general meeting of shareholders will be entitled to act as proxy to the exclusion
of those whose names follow.

2. A shareholder’s instructions to the proxy must be indicated by the insertion of the relevant number of votes
exercisable by that shareholder in the appropriate box provided. Failure to comply will be deemed to authorise
the proxy to vote or to abstain from voting at the annual general meeting of shareholders as he/she deems fit
in respect to afl the shareholder’s votes exercisable thereat, A shareholder or the proxy is not obliged to use all
the votes exercisable by the shareholder or by his proxy, but the total of the votes cast and in respect of which
abstention is recorded may not exceed the total of the votes exercisable by the shareholder or by the proxy.

3. Forms of proxy must be lodged with, posted or faxed to, the transfer secretaries’ registered office: 5th floor,
11, Diagonal Street, johannesburg, 2001 (P O Box 4844, johannesburg, 2000), or +27 11 834 4398, or the
Company's registered office: 1st Floor, Block B, Sandton Place, 68 Wierda Road East, Wierda Valley, Sandton,
2196 (P O Box 652157, Benmore, 2010), or fax: +27 11 783 4789 to be received by no later than 11:00 on
Tuesday, 24 July 2007.

4. The completion and lodging of this form of proxy shall not preclude the relevant shareholder from attending the
annual general meeting and speaking and voting in person thereat to the exclusion of any proxy appointed in
terms hereof, should such shareholder wish to do so.

5. Documentary evidence establishing the authority of a person signing this form of proxy in a representative or
other legal capacity (such as power of attorney or other written authority) must be attached to this form or proxy
unless previously recorded by Merafe Resources Limited.

6. Any alteration or correction made to this form of proxy must be initialled by the signatory(ies).

7. On a show of hands, every shareholder shall have only one vote, irrespective of the number of share/s he/she
holds or represents, provided that a proxy shall, irrespective of the number of shareholders he/she represents,

have only one vote.

8. Ona poll, every shareholder present in person or represented by proxy shall have one vote for every Merafe share
held by such shareholder.

9. Aresolution put to the vote shall be decided on a show of hands unless, before or on the declaration of the results
of the show of hands, a poll shall be demanded by any person entitled to vote at the meeting.

10. If a poll is demanded, the resolution put to the vote shall be decided on a poll.
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